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Preface to the 
Paperback Edition 


In our planets geology, the great tectonic plates shift 
slowly until a tension builds that we experience as an 
earthquake. World politics is sometimes similar. For 
the last forty years, world order rested on the seem¬ 
ingly stable bipolar structure of power that followed 
World War II. However, economic, social, and politi¬ 
cal strains were building beneath the surface. The first 
earthquakes were felt with the Eastern European revo¬ 
lutions of 1989. And it is unlikely that all the tremors 
are over. The “second Russian Revolution” is still in 
its early stages. Foretelling its shape a decade from 
now is as difficult as it would have been in 1789 to 
imagine the future of France. 

Saddam Hussein’s invasion of Kuwait in August 
1990 was another major tremor. Ironically, Saddam 
correctly appraised the waning power of his Soviet 
ally, and in a February 1990 speech in Amman, Jor¬ 
dan; he described the United States as the country that 
“will maintain its superiority as a superpower without 
an equal to compete with it.” 1 Yet he drew the conclu- 
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sion that he could safely attack Kuwait. Consistent 
with the diffusion of power described in chapter 6, the 
nature of the post-Cold War world order remains fluid 
and full of surprises. 

A happier sense of surprise was conveyed by Czech 
President Vaclav Havel when he addressed the Ameri¬ 
can Congress. Remarking on the rapid changes in the 
world, the former playwright said that four months out 
of prison and two months into his presidency, he 
observed that even playwrights, who have to cram a 
whole human life or an entire historical era into a 
two-hour play, could scarcely understand the contem¬ 
porary rapidity of political change. “And if it gives us 
trouble,” Havel continued, “think of the trouble it 
must give to political scientists who spend their whole 
lives studying the realm of the probable.” 2 

Several significant changes have occurred since this 
book was first published in April 1990, but fortunately 
they are consistent with its main thesis. Soviet power 
has declined and its empire collapsed more rapidly 
than expected, but that is an acceleration of the trend 
described in chapter 4. Germany has reunified much 
more rapidly than expected, but the key question, as 
explained in chapter 5, remains the pace of European 
integration. Alone, a unified Germany remains only 
one-quarter the size of the United States. The Ameri¬ 
can economy slipped into a recession that will produce 
gloomy economic numbers for a time, but dips in the 
business cycle are to be expected. Recession is not a 
good indication of long-run trends unless it leads to 
prolonged depression. 

The American response to the Persian Gulf crisis 
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demonstrated, as this book argues, that the United 
States remains the only country with significant hard 
and soft power resources. But the long-term effects of 
the Gulf crisis depend less upon those American 
resources than upon the lessons that the American 
public draws from the experience. History suggests 
caution, for in the 1920s and the early 1970s, the 
American public chose not to make use of its formi¬ 
dable power resources for international leadership. Then 
as now, the key uncertainties about Americas future 
role in the world revolved around domestic politics. 

In 1988, Paul Kennedy's best-selling The Rise and 
Fall of the Great Powers captured a public mood of 
anxiety about American decline at the end of the 
Reagan era. Reviewing Bound to Lead in June 1990, 
Kennedy distinguished between two schools of thought 
about Americas future. Declinists, such as he, believe 
that Americas position relative to the rest of the world 
will continue to worsen. Revivalists (the label he 
assigns to me) are “not purblind optimists, but they 
believe either that the talk of Americas 'decline' has 
gone too far, or that, while things are indeed wrong, 
they can be corrected." 3 That is a fair assessment of 
the thesis of this book. 

Before the Gulf crisis, the belief in decline had 
already colored interpretations of current events. A 
striking case in point was Lignes d’Horizon, a book 
published in 1990 in Paris, written by Jacques Attali, a 
key adviser to President Mitterrand and the director of 
the new multilateral bank for Eastern Europe, who 
argues that the American decline is so steep that the 
future will be dominated by a European bloc and a 
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Japanese-led Pacific bloc. 4 At a more mundane level, 
a front-page article in the New York Times claimed 
that President Bush’s inability to dominate the 1990 
Houston Summit of the advanced industrial nations 
was a sign of slipping American power. Such accounts 
show little sense of history for, as described in chapter 
8, when economic summitry began in the mid-1970s, 
the United States was similarly unable to dominate. 
By exaggerating American dominance in the past, 
declinists and their followers in the press find it easy to 
diminish Americas present. 

Similar problems plague declinist efforts to prove 
domestic social decay. Without question, some prob¬ 
lems, such as drug abuse, violent crime, and the crisis 
in secondary education, are worse today than they 
were thirty years ago. But others, such as institu¬ 
tionalized racism or the position of women in society, 
are better. Still others are hard to evaluate. 

The same can be said of the economic picture. 
Important industrial sectors such as consumer elec¬ 
tronics and automobiles have slipped badly. The 
household savings rate dropped from 8 percent in the 
1970s to 5 percent in the 1980s, and the government 
deficit subtracted another 3 percent. Since gross 
investment stayed roughly the same, the missing sav¬ 
ings were made up by capital imports that transformed 
the United States into the worlds largest debtor in 
absolute terms. 

The declinists stress this negative side of the ledger, 
but there is another side. During the 1980s, the Amer¬ 
ican economy grew by 2.5 percent a year, above its 
historical average of 2 percent over the past century. 
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Contrary to Attali’s view of the United States as merely 
“japans granary,’’ industry contributed the same one- 
fifth of the gross national product that it had in the 
1970s. Productivity in manufacturing rose by 3.5 per¬ 
cent per year in the 1980s, and absolute productivity 
(product per worker) remained higher than in Japan or 
Germany. The United States remains in the forefront 
of such high-tech industries as aircraft, chemicals, 
biotechnology, software, and computers. Moreover, 
some economists believe that the slower 1 percent rate 
of growth of overall labor productivity (that is, in all 
sectors) is an underestimate that reflects the difficulty 
of measuring productivity increases in the service sec¬ 
tor. 

These seemingly contradictory facts can be aggre¬ 
gated by looking at the American share of the world 
product. As shown in chapter 3, for the last decade 
and a half, the American share of world product has 
held stable at about 23 percent of the total. In fact, if 
one uses purchasing power parities, which correct the 
current exchange rate of currencies for what the 
money will buy in a local economy, the American 
share of world product, and of the product of the seven 
summit nations, actually increased in the 1980s. 

Kennedy has written that the end of the Cold War 
reduced “the significance of the one measure of 
national power in which the United States had a clear 
advantage over other countries”—the military. 5 But 
this not only ignores American economic, scientific, 
cultural, and ideological strengths, it also misunder¬ 
stands the past and present roles of military power. 
One reason the United States was unable to boss 
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around its allies in the past was that it was never a 
fully hegemonic power. Its military strength was bal¬ 
anced by Soviet military strength, and Europe and 
Japan sometimes prevailed over the United States in 
intra-alliance bargaining because of Washingtons 
greater concern about the Soviet Union. 

The end of the Cold War reduced but did not elimi¬ 
nate the role of military force. In Asia, many cleav¬ 
ages have nothing to do with the Cold War. Many 
Europeans welcome the continued presence of a 
United States four times the size of Germany. Even if 
reduced, the American security guarantee remains of 
value to Europe and Japan as insurance against the 
uncertain future of the second Russian Revolution. 
And if the allies value an American insurance policy 
more than the United States does, that may do more 
for American bargaining power, ironically, than much 
larger forces did at the height of the Cold War. 

Moreover, when Iraqi tanks rolled into Kuwait, they 
damaged another aspect of the declinist argument: the 
view that the world had entered a multipolar era in 
which economic power replaced military power. They 
also exposed the one-dimensional nature of the power 
of Germany and Japan. 

Some believe that the very existence of a debate 
about American decline calls the health of the country 
into question. Kennedy finds uncanny echoes of con¬ 
cerns in Edwardian Britain, and notes the view that a 
strong man does not worry about his health. He faults 
the revivalists for being ahistorical in their optimism. 6 
But if concern about decline is proof of its presence, 
then the United States has been finished since the 
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start. As discussed in the introduction to this book, the 
founding fathers were already worrying about decline 
in the eighteenth century. The theme returned in the 
1890s with the closing of the American frontier. More 
recently, in the 1950s the Soviet launch of Sputnik was 
taken as a sign of relative American decline, as was the 
oil crisis of 1973. 

A more plausible view is that American political 
moods swing more rapidly than underlying reality war¬ 
rants. The latest bout of declinism may reflect a natu¬ 
ral reaction to the exaggerations of the 1980s, to the 
decline of particular industrial sectors, to rapid social 
change, and perhaps to the loss of the certainties of 
the Cold War. In addition, the pendulum of American 
attitudes often swings to a generational rhythm. A dis¬ 
passionate observer looking at the greed, shortsighted¬ 
ness, and weak political leadership of America in the 
1920s might wrongly have concluded that the country 
was in a long-term decline. 

The United States cannot stand alone as the worlds 
policeman or, as one politician put it, “the worlds 
911.” As argued in chapter 8, Americans need to 
develop better approaches to multilateral burden shar¬ 
ing to deal with issues arising out of the diffusion of 
power. Yet the United States is the largest country in 
the international system in both hard and soft power 
resources, and if the largest power does not lead in 
organizing multilateral action, no one will. 

Over the long term, Americas hard and soft power 
resources will depend upon addressing the difficult 
domestic issues of the budget deficit, the savings rate, 
and our educational system, which I describe in chap- 
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ter 7. On the optimistic side, one can cite the size of 
the American market, its flexibility and entrepre¬ 
neurial resources, and the greater openness of the 
United States than Europe or Japan to immigration in 
the face of declining demographic changes. On the 
other hand, without improved education and invest¬ 
ment, such resources will be wasted. 

Military strength depends on a strong economic 
base. Cultural and ideological appeal depend on 
maintaining a healthy and open society. But there is 
no objective reason Americans cannot afford both 
social security and international security. Unlike Bri¬ 
tain in 1914, the United States remains both the 
worlds largest economy and its largest military power. 
If declinist writings persuade the public to support 
domestic reforms, that will be all to the good. But if 
they persuade Americans to become more protection¬ 
ist and to draw back from international leadership on 
the grounds that a declining power can't afford it, they 
may create a self-fulfilling fallacy. The moral for a 
post-Cold War world is to beware of historians bearing 
false analogies. 


Preface 


Americans are worried about national decline. Many 
believe that the country is overextended and should 
reduce its external commitments. But in a world of 
growing interdependence among nations, this advice is 
the wrong answer, and U.S. decline is the wrong ques¬ 
tion. Not only is the premise debatable, but it diverts 
our attention away from the real question: How is 
power changing in modern international politics? Tra¬ 
ditional theories about the rise and fall of great powers 
could lead Americans to pursue the wrong strategies in 
the new politics of the twenty-first century. 

For two decades, I have taught Harvard undergradu¬ 
ates about international politics. I tell them that before 
they can understand change in politics, they must first 
grasp the traditional theories about power that date 
back to ancient Greece. However, I also tell them that 
the traditional view will allow them to understand only 
half the story of contemporary international politics. 
And when opinion makers and public officials become 
mired in historically traditional views and base policies 
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on analogies about decline, the problem is no longer 
academic. 

My concern about the current American debate over 
decline is not merely parochial. Given the size of the 
United States, most other nations have an interest in 
Americans understanding their role. If the most pow¬ 
erful country fails to lead, the consequences for the rest 
of the world may be disastrous. Typically, periods of 
anxiety about the decline and rise of nations have been 
periods of tension and miscalculation. In a world with 
more than 50,000 nuclear weapons, such miscalcula¬ 
tions could be fatal to more than just the United States. 

Bound to Lead has grown out of my long-standing 
concern about how to understand change in world pol¬ 
itics, and more immediately out of the Avoiding Nuclear 
War Project at Harvard’s Center for Science and Inter¬ 
national Affairs. Financed by the Carnegie Corporation, 
the project has one strand devoted to understanding the 
long-term conditions for international stability. In 1988, 
Graham T. Allison, Albert Carnesale, and I edited Fate¬ 
ful Visions, a collection of essays on the long-term 
nuclear future. Although that book raises a number of 
questions about the decline of Soviet power and the 
implications for stability of shifting from a bipolar to a 
multipolar world, it says little about the United States. 
Bound to Lead develops the same theme but in the 
context of the current public debate about American 
decline. 1 was also stimulated by Paul Kennedy’s history 
of The Rise and Fall of the Great Powers. While I dis¬ 
agree with some of his conclusions, I found his book 
challenging. My tribute is that I have taken his work 
seriously. 
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writing. And, as with everything, Molly Harding Nye 
lived and shared this book with me. 

The rare occasions when one stops and acknowledges 
one’s debts to others are humbling, but rewarding. What 
a blessing to be surrounded by so many good people! I 
hope these pages are some repayment. 


INTRODUCTION 


The Debate About 
Decline 


In 1941, Life magazine proclaimed this “the American 
century.” 1 The United States emerged from World War 
II with its armies victorious and the dollar impregnable. 
Historian Arnold Toynbee argued that the United States 
had to succeed Britain as the leader of the world. 2 Pres¬ 
ident Truman accepted that challenge in 1947, when 
the United States replaced waning British aid to Greece 
and Turkey. By the mid-1960s, Undersecretary of State 
Eugene Rostow claimed that “the United States has 
now occupied the role of chief policeman for the free 
world for about twenty years. The office has required 
diplomatic and military exertions of us in a long series 
of conflicts—from Iran, Lebanon, Turkey, and Greece 
to Berlin, Korea, Cuba, and Vietnam.” 3 At the same 
time, Harvard Professor Samuel Huntington argued that 
“by the year 2000 it should be clear retrospectively that 
the dominant feature of international politics during the 
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thirty years after World War II was the expansion of 
American power.” 4 

By the 1970s, however, Business Week declared that 
“the colossus that emerged after World War II” was 
“clearly facing a crisis of the decay of power.” 5 The 
United States had suffered defeat in Vietnam, an oil 
embargo, and rising inflation at home. In the 1980s, 
America slid from the position of the world’s largest 
creditor to that of a net debtor. Its share of world prod¬ 
uct slipped from 33 percent of the total in 1950 to 23 
percent in the 1980s. Its share of world exports fell from 
17 percent in 1950 to 10 percent in 1988, and its share 
of world monetary reserves dropped even more dramat¬ 
ically, from 50 to 9 percent. 6 

By 1989, half the American public believed that the 
nation was in decline. Only one in five Americans 
believed that the United States was the top economic 
power, even though it remained by far the world’s larg¬ 
est economy. After President Reagan’s military build-up 
in the 1980s, only a fifth of the people believed that the 
United States was ahead of the Soviet Union in overall 
military strength. About a third of the public believed 
that the country’s nuclear arsenal was weaker than that 
of the Soviet Union, and half believed that the United 
States was behind in conventional military strength. 7 A 
rash of books and articles published in the 1980s 
described the decline of nations, and American decline 
in particular. 

Comparisons of Britain and the United States now 
emphasize the negative rather than the positive. “Today 
America is where Britain was around the turn of the 
century,” wrote MIT economist Lester Thurow in 1985. 
“Rome lasted a thousand years, the British Empire 
about 200; why are we slipping after about 50 years?” 8 
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Others find the United States position in the 1980s so 
reminiscent of the British decline in the late nineteenth 
century that “rather than investigating whether a situ¬ 
ation of hegemonic decline and economic crisis exists, 
it is now possible to examine what effects this situation 
has had.” 9 

Some scholars suggest that the American situation is 
typical of the imperial overstretch that has occurred 
throughout history. A growing nation builds its military 
power to protect its expanding economic interests, but 
eventually the cost of projecting military power saps its 
strength and the nation is replaced by another rising 
economic power. Immanuel Wallerstein sees over¬ 
stretch as “a regular happening,” with decline starting 
in Venice around 1500, in Holland around 1660, in Brit¬ 
ain around 1873, and in America around 1967. “The 
basic reason was the same: the overall productivity edge 
relative to that of the closest rival states . . . had begun 
to fritter away because of aging plant (in the loosest 
sense of this term) and rising comparative costs of the 
factors of production, combined with the high eco¬ 
nomic costs of political and military imperium which led 
to rising taxation levels.” 10 Paul Kennedy, in his best¬ 
selling book The Rise and Fall of the Great Powers, 
writes that “the difficulties experienced by contempo¬ 
rary societies which are militarily top-heavy merely 
repeat those which, in their time, affected Phillip II’s 
Spain, Nicholas II’s Russia, and Hitler’s Germany.” 11 

Such historical analogies suggest that major U.S. for¬ 
eign policy changes are needed. Kennedy, for example, 
believes that “our overcommitments in foreign policy 
can be reduced,” 12 whereas political scientist David Cal- 
leo attributes America’s fiscal deficit to its “compara¬ 
tively large military expenditures.” Calleo suggests 


4 


INTRODUCTION 


withdrawing troops from Europe, and “selective prolif¬ 
eration” of nuclear weapons to our allies. 13 Walter Mead 
believes that America’s decline will continue. 14 Others 
also conclude that the United States needs to reduce its 
international commitments in accordance with its 
diminishing strength. 15 

I argue, however, that these historical analogies are 
misleading and the diagnosis wrong. Policies of 
retrenchment are premature and, ironically, they could 
produce the very weakening of American power they 
are supposed to avert. Withdrawal from international 
commitments might reduce American influence over¬ 
seas without necessarily strengthening the domestic 
economy. Further, the nations of the world have 
become so inextricably intertwined that efforts to draw 
back would be difficult at best. 

But before one can attempt to shape policies on the 
basis of historical analogies and theories of decline, it is 
essential to have an accurate assessment of America’s 
current position. This assessment can be based on an 
examination of these four issues: (1) What is America’s 
current power position? (2) How is it changing? (3) What 
has caused the changes? and (4) What are the appro¬ 
priate responses? These concerns, which must be dealt 
with separately, are often mixed together in historical 
analogies and grand theories of decline. Moreover, con¬ 
trary to many of the decline assertions cited earlier, the 
answers to these questions are not solely pessimistic; 
they often show a more positive view of the U.S. posi¬ 
tion at the end of the twentieth century. 

In this introduction, I explain the terms of the contem¬ 
porary debate about decline and discuss its importance. 
Part I is about the nature of power in the past—chapter 
1 investigates the history of hegemonic or dominant pow- 
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ers, chapter 2 challenges the validity of currently popular 
comparisons of Victorian Britain and modern America, 
and chapter 3 examines in detail the extent and nature 
of U.S. power after World War II to the present. In part 
II, chapters 4 and 5 question the ability of potential chal¬ 
lengers—the Soviet Union, China, Europe, and Japan— 
to supersede the United States as the world’s leading 
power. Although this book concludes that the United 
States will remain the leading power, part III explains 
why this conclusion, which is based on traditional power 
analysis, in no way permits American complacency. 
Chapter 6 examines the changing nature of power in the 
modern world, and chapter 7 explains the new challenges 
that such changes present to our society. Finally, chapter 
8 outlines a new strategic vision for dealing with the prob¬ 
lems of future decades. 


CRITICAL QUESTIONS 

There is no doubt that the United States is less pow¬ 
erful now at the end of the twentieth century than it 
was in mid-century. Even conservative estimates show 
that the U.S. share of global product has declined from 
more than a third of the total after World War II to a 
little more than a fifth in the 1980s. 16 However, there 
is less agreement on what these numbers mean. 

One problem in assessing U.S. decline is the “World 
War II effect.” Unlike the other great powers, the 
United States was strengthened by the war. It was not 
bombed or invaded, and it built impressive military 
forces and a powerful industrial base. Other nations 
involved in the war were devastated. In this sense, U.S. 
economic preponderance in the 1950s was anomalous. 
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But like the boy on the block who dominates while oth¬ 
ers have the flu, American preponderance was bound to 
erode as other nations regained their economic health. 
Further, the recovery of Europe and Japan was an 
explicit goal of the U.S. policy of containing Soviet 
expansion. Much of the relative decline since the 1950s, 
then, is simply a return to normal after the artificial 
effect of World War II. 

IS DECLINE CONTINUING? 

Paul Kennedy argues that U.S. decline has been con¬ 
tinuous: “The U.S. share of world GNP, which declined 
naturally since 1945, has declined much more quickly 
than it should have over the last few years.” David Cal- 
leo is even more alarmist: “Thanks to economic strain 
and mismanagement, relative decline has begun to turn 
absolute.” 1 ' 

However, other investigations do not support the case 
for continuous decline in America’s share of the world 
product. Charles Wolf of the Rand Corporation notes 
that “if a more appropriate and representative base year 
is used—say, the mid-1960s (or even a pre-World War 
II year such as 1938)—the remarkable fact is that the 
U.S. economy’s share of the global product was about 
the same ‘then’ as it is ‘now’: about 22% to 24%.” 18 
Herbert Block’s careful estimates of shares of world 
product date the fading of the World War II effect on 
the United States somewhat later than Wolf does, but 
the result is the same. Block estimates that the United 
States represented about a quarter of world product in 
the early twentieth century and about a third in 1950. 
He claims that the postwar American share of world 
product declined until 1974 and then stabilized. Simi¬ 
larly, the American Council on Competitiveness finds 
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that the U.S. share of world product has held constant 
at 23 percent since the mid-1970s, and that its share of 
the product of the major industrial democracies actually 
increased slightly in the 1980s. The Central Intelligence 
Agency, using numbers that reflect the purchasing 
power of different currencies, reports that the Ameri¬ 
can share of world product increased slightly from 25 
percent in 1975 to 26 percent in 1988. 1V 

The results of these studies conflict with the view 
that American decline has been either precipitous or 
continuous. They suggest instead that the World War II 
effect lasted for about a quarter century and that most 
of the decline worked its way through the system by the 
mid-1970s and then stabilized. In contrast, those who 
support the view of continuous decline challenge the 
use of global product as an indicator. They prefer other 
indices, claiming that GNP estimates are crude aggre¬ 
gates that change too slowly. 20 

CHANGING YARDSTICKS 

How should we measure power in a changing world? 
Throughout the centuries, statesmen and other observ¬ 
ers have mistakenly perceived the metric of power. For 
example, seventeenth-century mercantilist theorists, who 
focused on Spain’s reserves of gold and silver bullion 
from the mines in the Western Hemisphere, would 
not have predicted Holland’s commercial rise or the 
strength of France derived from larger population and 
improved administrative structures. In the eighteenth 
century, those who focused on France’s population and 
rural industry would have missed the rise of Britain due 
to its political stability and favorable conditions for the 
Industrial Revolution. In 1900, American writer Brooks 
Adams used the control of metals and minerals as an 
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index of future military and economic power; he pre¬ 
dicted the decline of Britain and the ascendancy of 
Russia and China. 21 

However, raw materials and heavy industry are less 
critical indices of economic power today than are infor¬ 
mation and professional and technical services. Accord¬ 
ing to sociologist Daniel Bell, the first technological 
revolution happened two hundred years ago, with the 
advent of steam-powered transportation and factory 
machine production. The second technological revolu¬ 
tion arrived a century ago, when the spread of electric¬ 
ity and chemistry allowed the production of synthetics 
and plastics. The third technological revolution, under¬ 
way today, joins computers and telecommunications to 
produce television imagery, voice telephone, digital 
computer data, and facsimile transmission. 22 These new 
technologies offer a unified but complex system of ser¬ 
vices from interlinked computers and electronic mail to 
information storage and retrieval. The information rev¬ 
olution is changing the notion of markets; no longer 
geographic places, they have become global networks. 
Speed and flexibility of response to new information is 
becoming increasingly important. If Bell is correct, the 
appropriate indicators of power today are related to 
manufacturing and services in the information indus¬ 
tries. 

The information revolution is having very different 
effects on different nations. The centralized planning 
systems of the Soviet Union and China lack the flexi¬ 
bility needed for an information-based economy. The 
European economies have been slower than the United 
States and Japan in adapting to the new environment. 
Japan has made the most rapid gains in high-technology 
exports, but these gains have come more at the expense 
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of the rest of the world than of the U.S. share, which 
dropped only slightly over the decade 1980-1990. In 
chapter 3, I look more closely at indices at several levels 
of aggregation—from GNP to the detail of a specific 
industry—to compare how various nations have fared. 

IMPERIAL OVERSTRETCH? 

Although imperial overstretch is a frequently cited 
cause of the change in America’s power position, the 
facts do not support the theory. According to the over¬ 
stretch theory, “the Great Power is likely to find itself 
spending much more on defense than it did two gen¬ 
erations earlier, and yet still discover that the world is 
a less secure environment.” 23 However, even after Pres¬ 
ident Reagan’s military build-up, the current U.S. 
defense outlay is only about 6 percent of GNP; in the 
Eisenhower and Kennedy administrations, it was near 
10 percent. Further, the U.S. defense burden is not at 
all like that of Spain or France in their last days of 
grandeur. Philip IPs Spain devoted three-fourths of all 
government expenditure to war and war debt. 24 The 
France of Louis XIV and the Russia of Peter the Great 
devoted, respectively, 75 and 85 percent of their reve¬ 
nues to war and the military establishment. - ’ In the 
United States today, just about 27 percent of the fed¬ 
eral budget is spent on defense (including veterans’ 
benefits). And unlike the historical examples, America’s 
overseas commitments do not involve the occupation 
and control of conquered territories. 

Paul Kennedy has argued that our net defense bur¬ 
den is greater today because the United States has a 
lower share of world product than it did previously. He 
likens the United States to an aging man carrying a 
pack up a hill, less able to carry the burden than before. 
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But, as figure 1.1 shows, the ratio of America’s defense 
burden to its share of world product has not increased 
over time and is even lower now than it was in the 
1950s. Although such ratios of aggregates are some¬ 
times unreliable, they still cast doubt on analogies about 
increasing burdens. Indeed, contrary to the theory of 
imperial overstretch, the U.S. defense burden today is 
lighter than it was in the 1950s, and the political bur¬ 
dens of American commitments are lighter today than 
during the Vietnam War. Some theorists of imperial 
overstretch assume that defense spending is harmful to 
the economy, noting that Japan spends a bit more than 
1 percent of its GNP on defense and has a higher rate 
of economic growth than the United States. However, 
such simple correlations are misleading. South Korea 
and the People’s Republic of China, for example, spent 
more of their GNP on defense than did the United 
States in the late 1970s and early 1980s, yet both had 
even higher economic growth rates than Japan. More¬ 
over, while defense spending has had some negative 
effects, it also has had some positive effects on the U.S. 
economy. Few careful and balanced economic studies 
show conclusively that defense spending had a signifi¬ 
cant negative net impact on the economy. 26 A priori 
assumptions about the effects of defense spending can¬ 
not rescue the theory of imperial overstretch from its 
fatal problem: it simply does not fit the facts of the 
American position at the end of the twentieth century. 


PRIOR DEBATES 

The debate about America’s current position in the 
world is confusing not only because of fuzzy concepts 
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FIGURE 1.1 

Ratio of Defense Burden to Share of World Product, United 
States (1955-1988) 



Source: Herbert Block, The Planetary Product in 1980: A Creative Pause? (Washington, 
D.C.: U.S. Department of State, Bureau of Public Affairs, 1981), pp. 74-77, 86-87; Central 
Intelligence Agency, Handbook of Economic Statistics, 1988 (Washington, D.C.,.1988), pp. 
12, 22, 24; Council on Competiveness, C ompetiveness Index (Washington, D.C., 1988), 
app. 11. 


and numbers, but also because of emotional factors. 
The idea of decline touches a raw nerve in American 
politics. Some people react emotionally against discus¬ 
sions of decline because of national pride. But it is 
counterintuitive and ahistorical to believe that the 
United States should have the dominant share of world 
product or power forever. American power has clearly 
declined since 1945, and even if the decline has largely 
halted, some continued erosion would be natural. The 
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appropriate American response to the changing inter¬ 
national environment should not rest on an exaggera¬ 
tion of American power. Thus, it is foolish for 
politicians to treat discussions of decline as unpatriotic, 
just as it was for those in Spain and Britain who 
claimed they too were not like past great powers 
because they had “a superior system.” 27 

Unfortunately, the debate about decline is becoming 
polarized along ideological lines. Understanding Ameri¬ 
ca's position in the world is too important to leave to 
ideology or to loose historical analogies. All too often, 
journalists refer to the United States emerging “from 
World War II as an imperial power” or describe the 
1950s as a time when “America bestrode the world.” 28 
However, as we shall see in chapter 3, even at its post¬ 
war peak, the power of the United States was far more 
limited than these exaggerations suggest. Analyses that 
compare the present with a mythical past depreciate the 
present U.S. position and contribute to the impression 
of decline. 

Concern about decline would be good for the United 
States if it cut through complacency and prodded 
Americans to deal with some of the serious domestic 
issues outlined in chapter 7. On the other hand, Sam¬ 
uel Popkin has found that excessive anxiety about 
decline may turn American opinion toward nationalistic 
and protectionist policies that would constrain our abil¬ 
ity to cope with issues created by growing international 
interdependence. 29 Thus, there is no virtue in either 
overstatement or understatement of American strength. 
The former leads to failure to adapt, the latter to 
“cures” that do more harm than the disease. 

There is a long history of concern about decline in 
Western thought. It can be found, for example, in the 
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works of eighteenth-century European writers Rous¬ 
seau, Montesquieu, Burke, and Gibbon. The idea of 
decline, particularly as it relates to the history of Rome, 
even worried the founders of the American Republic. 50 
Recently, Samuel Huntington identified five phases of 
what he calls “declinism” in postwar America: (1) after 
the Soviets launched Sputnik in 1957; (2) after Nixon’s 
announcement of multipolarity in the late 1960s; (3) at 
the time of the oil embargo in 1973; (4) after Soviet 
expansion in the late 1970s; and (5) after the onset of 
Reagan’s fiscal and trade deficits in the late 1980s. Hun¬ 
tington suggests that such recurring worries may be 
“better indications of American psychology than of 
American power.” 51 

There is also a history of premature and misleading 
predictions of decline. Many eighteenth-century British 
leaders lamented Britain’s decline as a result of losing 
the American colonies. Horace Walpole foresaw Brit¬ 
ain’s reduction “to a miserable little island, and from a 
mighty empire . . . [to] as insignificant a country as 
Denmark or Sardinia.” 52 These predictions, colored by 
the eighteenth-century view of colonial commerce, 
failed to foresee the new industrial base of power in the 
Victorian era that gave Britain a second century. Yet at 
the height of Britain’s ascendency in 1865, Matthew 
Arnold saw “an imminent danger of England losing 
immeasurably in all ways, declining into a sort of greater 
Holland.” 55 In 1878, former Prime Minister William 
Gladstone worried that “America is passing us by as if 
in a canter.” 54 At the turn of the century, as we shall 
see in chapter 2, Britons debated how to appraise their 
global position but they were unable to reach a consen¬ 
sus or to draw policy conclusions. 
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THE CONCEPT OF DECLINE 

Decline is a tricky word because it bundles together 
two quite different concepts: a decrease in external 
power and internal deterioration or decay. However, a 
country may experience decline in one sense, but not 
in the other. For example, the seventeenth-century 
Netherlands flourished internally but declined in power 
because other nations became stronger. Spain, on the 
other hand, lost external power in part because it suf¬ 
fered an absolute economic decline from the 1620s to 
the 1680s. 3 ’ Or, like Venice, a country may reach its 
internal cultural peak after outside factors (the shift of 
trade routes) initiated its decline as an economic power. 
At the beginning of this century, Vienna was a cultural 
capital even as the Austrian Empire declined politically. 

Obviously, the two concepts of decline are related. 
Internal deterioration can contribute to loss of external 
power, but often it is difficult to identify which internal 
changes were the major causes of power loss and when 
they occurred. At latest count, scholars have advanced 
more than two hundred alleged causes of the decline of 
Rome and still disagree on dates. 36 The Romans them¬ 
selves often saw their world in despairing terms; some 
of them began to worry about decline as early as 133 
B.C., six centuries before the conventional date for the 
Fall of Rome. From a.d. 300 to 450—the period that 
modern historians identify as declining—the Roman 
economy was demonstrably healthy. Financial problems 
contributed to the gradual paralysis of the state, but 
commerce and manufacturing were lively. 3 ' As one his¬ 
torian concludes, “the ‘Rome that declines’ is thus not 
one single thing but many things, and the search for 
any one cause across the board is futile. So, too, is the 
search for any one period in which all aspects of Roman 
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civilization were much changed.” 58 The eastern half of 
the Roman Empire survived under increasingly precar¬ 
ious conditions for nearly another thousand years after 
Roman armies became unable to protect the western 
provinces. The Western Empire was not the victim of 
a rising challenger state. It succumbed to the long-term 
pressure of invading migratory tribes: “In any straight 
fight they could, and they usually did, defeat superior 
numbers of Germans. . . . What they could not do was 
cope indefinitely with this kind of enemy.” 5g 

Power is relative, depending in part on what is hap¬ 
pening at home and more so on what is happening out¬ 
side. An empire may survive for a long time after 
aspects of civilization begin to decay at home if outside 
challengers are weak. Although civic corruption and loss 
of administrative and military efficiency may have 
allowed nomadic tribes to sack Rome, its external chal¬ 
lengers were weak. The Fall of Rome in a.d. 476 
occurred two centuries after the onset of major corrup¬ 
tion in its government and deterioration of its military. 

A nation may also decline in power relative to other 
nations because it chooses not to use the power 
resources at its disposal. For instance, early eighteenth- 
century France allowed its naval and fiscal resources to 
stagnate relative to Britain’s, but unlike Spain in the 
previous century, the French decline was only tempo¬ 
rary. The stagnation in French war potential did not 
represent an absolute decline, as the subsequent Napo¬ 
leonic Empire proved. Yet in terms of basic resources, 
"one could argue that France’s ability to expand mili¬ 
tarily was greater in 1750 than it would be in 1805.” 40 
The difference was in the results of leadership and pol¬ 
icy choices. A more recent example is the United 
States. Emerging from World War I as a potentially 
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dominant global power, it nonetheless chose a policy of 
isolationism that made it a secondary player in world 
political events. American influence was lower in 1928 
than in 1918, but not because it had lost power 
resources. 

Absolute decline, in which there is a loss of critical 
power resources or of the ability to use one’s own 
resources effectively, is less common than relative decline 
in which the power resources of others grow greater or 
are used more effectively. Neither type of decline requires 
nor implies domestic decay. As Raymond Aron suggests, 
“[decadence implies value judgments.... Decline simply 
describes a power relationship.” 41 Such external power 
relationships are the concern of this book. Although in 
chapter 7 I examine how internal changes affect power 
relationships, the main focus of this book is on the exter¬ 
nal dimensions of power, not value judgments about the 
quality of American civilization at the end of the twen¬ 
tieth century. 


DOES IT MATTER? 

Some suggest that the current debate on American 
decline should be regarded as a register of mass psy¬ 
chology and popular fads rather than an analysis of 
power. 42 Others ask why Americans should worry about 
power. Why not focus solely on wealth and live as well 
as Swedes or Canadians? The short answer is that the 
United States is not in the same geopolitical position as 
Sweden or Canada. It cannot afford a free ride in world 
politics. If the largest country in a world of nation-states 
abdicates leadership (as the United States did in the 
1920s), the results can be disastrous for all. In an assess- 
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ment of the debate about American decline, British 
scholar Susan Strange concludes that “we are all in 
agreement ... on the critical nature of the present end- 
of-century decade. We share a common perception that 
mankind ... is standing at a fork in the road. ... In 
the last resort, it may be that this common concern is 
more significant than the differences of interpreta¬ 
tion.” 45 

DECLINE AND WAR 

Perceptions of change in the relative power of nations 
are of critical importance to understanding the relation¬ 
ship between decline and war. One of the oldest gen¬ 
eralizations about international politics attributes the 
onset of major wars to shifts in power among the lead¬ 
ing nations. Thus Thucydides accounted for the onset 
of the Peloponnesian War which destroyed the power 
of ancient Athens. The history of the interstate system 
since 1500 is punctuated by severe wars in which one 
country struggled to surpass another as the leading 
state. 44 If, as Robert Gilpin argues, “international poli¬ 
tics has not changed fundamentally over the millennia,” 
the implications for the future are bleak. 45 And if fears 
about shifting power precipitate a major war in a world 
with 50,000 nuclear weapons, history as we know it may 
end. 

Psychology plays a large role in initiating war as well. 
It was not merely the rise of Athenian power but also 
Sparta’s fear of that rise that caused the Peloponnesian 
War. Some historians argue that misperception played a 
role; ironically, Athenian expansion may actually have ta¬ 
pered off shortly before the onset of the war. 46 World War 
I is another striking example. Its immediate precipitant 
was the punitive response of the Austro-Hungarian gov- 
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eminent to an act of terrorism. The rashness of the Aus¬ 
trian response was affected by the fear that their empire 
was in decline and they had no good alternative. The 
Germans gave their Austrian allies a blank check in 1914 
partly because they saw little risk of war and partly be¬ 
cause they feared growing Russian strength. Some key 
officials felt it better to risk war with Russia in 1914 than 
to face it later. Britain, in turn, intervened because it 
feared rising German dominance on the continent. Fear 
of decline played a significant role in the risks that leaders 
took. In Gilpin’s words, “the outbreaks of hegemonic 
struggles have most frequently been triggered by fears of 
ultimate decline and the perceived erosion of power.” 47 
Some who apply such theories to modern times believe 
that “a period of increasing war could be expected around 
2000-2030.” 48 

Of course, such concerns may be too alarmist. There 
are no iron laws of history. People can learn from their 
mistakes, and the awesome destructive power of nuclear 
weapons is a new stimulant to learning. 49 There is no 
need for a declining Soviet Union to repeat the role of 
Austria-Hungary, or for the United States to play Brit¬ 
ain, or for modern Japan to be like prewar Japan. But 
indeterminacy cuts both ways. Dangers persist, and pru¬ 
dent diplomatic calculations may become more difficult 
when fundamental assumptions are shaken. Historians 
have attributed the current unprecedented “long peace” 
among the major powers to fear of nuclear war and to 
the stability of the bipolar system, in which two nations 
have dominated the balance of power. 50 

THE END OF BIPOLARITY? 

Theorists and political leaders have heralded the 
emergence of a multipolar system for nearly two dec- 
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ades. Mikhail Gorbachev’s reforms and the changes in 
Eastern Europe have led to discussion of the end of the 
Cold War. What such changes mean for stability is not 
clear. A reduction in the intensity of U.S.-Soviet con¬ 
flict is indeed welcomed, but political leaders have had 
no experience managing a truly multipolar balance of 
power in the nuclear age. How these leaders learn and 
respond to new situations will be affected by their per¬ 
ception of opportunities and dangers, including fears of 
decline. For instance, what would it mean for stability 
if a Japanese leader grew tired of guiding a mercantile 
nation and concluded “there’s no glory in an abacus, so 
I vote for grandeur”; 51 or if Soviet leaders saw nation¬ 
alism eroding their country; or if Germans seek to unite 
the three German-speaking states? 

Current changes are taking place in a world that is 
built on the outcome of the last hegemonic war, which 
ended in 1945 with the division of Germany. That divi¬ 
sion temporarily answered the German question that 
plagued Europe since Bismarck created a state in the 
center of Europe that, to be strong enough to defend 
itself simultaneously on two fronts, was also so strong 
that it frightened its neighbors. In Asia, 1945 meant the 
end of Japan’s bid for military hegemony over the west¬ 
ern Pacific, and the adoption of a new commercially 
oriented approach to international affairs in close alli¬ 
ance with the United States. 

The United States did not seek a territorial empire or 
a hegemony that would keep the losing nations of 1945 
in servile positions. Instead, it stimulated their eco¬ 
nomic revival and strategic partnership to balance Soviet 
power. To the extent that the United States has had a 
grand strategy for foreign policy over the past forty 
years, it has been to promote economic prosperity and 
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political stability in Western Europe and Japan and to 
maintain close alliances with them. As George Kennan 
pointed out, after the war, only a few areas in the world 
had the industrial and technological creativity to affect 
deeply the global balance of power: the United States, 
the Soviet Union, Western Europe, and Japan. 52 Of 
these, Europe and Japan are close geographically to the 
Soviet Union. That they are close to America politically 
has been profoundly important to the global balance of 
power for forty years. 

Because the geopolitical world still rests on the tec¬ 
tonic plates of 1945, a rapid shifting of those plates may 
call for dramatic new strategies. But if the changes are 
incremental, a radical shift of strategy may do more 
harm than good. Any strategic assessment must begin 
with an appraisal of U.S. power in terms of traditional 
power resources. This assessment is the focus of parts 
I and II of this book. 

CONTINUITY AND CHANGE 

As we shall see in part III, a good assessment of 
power must go beyond traditional geopolitics. If we 
focus too heavily on power transitions among leading 
states, the historical analogies may mislead us about the 
nature of other changes that are occurring in world pol¬ 
itics. The end of this century will be very different from 
its beginning. The American problem now is not one of 
decline like Britain’s or of challenge by a rising con¬ 
tender like Germany. The United States is likely to 
remain the leading power, yet it will have to cope with 
unprecedented problems of interdependence that no 
great power can solve by itself. Many of the new issues 
in international politics—ecology, drugs, AIDS, terror¬ 
ism—involve a diffusion of power away from states to 
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private actors and require organizing states for cooper¬ 
ative responses. The classical geopolitical agenda of 
international security among independent nations will 
continue alongside these new problems of transnational 
interdependence. A good strategy must focus on both 
aspects simultaneously. If our analyses are cast solely in 
terms of the power transitions of the past, we will over¬ 
look what is new about the future. 

Theories and historical analogies are not just aca¬ 
demic; they color our view of the world. 55 As we shall 
see in chapter 3, the United States was not as powerful 
in the postwar period as is implied by those who speak 
of American “hegemony” or “empire.” The natural 
decline after 1945 is often exaggerated by comparison 
with a mythical past, when America allegedly “bestrode 
the world.” In fact, the World War II effect had largely 
worked its way through the international system by the 
early 1970s. As C. William Maynes points out, the loss 
of nuclear superiority, the end of self-sufficiency in oil, 
and the challenge to the dollar can be dated back to the 
Nixon administration. 54 At that time, some critical 
adjustments took place, including the withdrawal from 
Vietnam and the end of convertibility of the dollar into 
gold. While there has been some relative decline of 
power in specific sectors since then, the American posi¬ 
tion has changed much less in the past decade and a 
half than it did in the earlier period of supposed 
hegemony. Further, as part II demonstrates, no country 
is at this time well positioned to challenge the United 
States for global leadership. 

Lest Americans become complacent, however, it is 
important to emphasize that the traditional focus of 
statesmen and scholars on the rise and fall of nations 
and on new challengers and old hegemons neglects to 
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account for a critical new dimension of world politics— 
the growth of transnational interdependence and the 
diffusion of power to smaller states and private actors. 
As we will see in part III, no great power, not even the 
United States, is placed well enough to deal with these 
issues alone. One positive message of this book is that 
American leadership is likely to continue well into the 
next century. But another message—the changing 
nature of power—is equally important. Too much con¬ 
cern about a decline of power in traditional terms, or 
too much complacency about the status quo, may cause 
Americans to overlook the importance of the changing 
nature of power and, as a result, to pursue the wrong 
strategies as they enter the twenty-first century. 
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Power Transitions 


Power in international politics is like the weather. 
Everyone talks about it, but few understand it. Just as 
farmers and meteorologists try to forecast storms, so do 
statesmen and analysts try to understand the dynamics 
of major changes in the distribution of power among 
nations. Power transitions affect the fortunes of individ¬ 
ual nations, and are often associated with the cataclys¬ 
mic storms of world war. But before we can examine 
theories of hegemonic transition—that is, some of the 
leading efforts to predict big changes in the interna¬ 
tional political weather—we first need to recognize some 
basic distinctions among the terms power, balance of 
power, and hegemony. 


POWER 

Power, like love, is easier to experience than to define 
or measure. Power is the ability to achieve one’s pur- 
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poses or goals. The dictionary tells us that it is the abil¬ 
ity to do things and to control others. Robert Dahl, a 
leading political scientist, defines power as the ability to 
get others to do what they otherwise would not do. 1 But 
when we measure power in terms of the changed 
behavior of others, we have to know their preferences. 
Otherwise, we may be as mistaken about our power as 
was the fox who thought he was hurting Brer Rabbit 
when he threw him into the briar patch. Knowing in 
advance how other people or nations would behave in 
the absence of our efforts is often difficult. 

The behavioral definition of power may be useful to 
analysts and historians who devote considerable time to 
reconstructing the past, but to practical politicans and 
leaders it often seems too ephemeral. Because the abil¬ 
ity to control others is often associated with the pos¬ 
session of certain resources, political leaders commonly 
define power as the possession of resources. These 
resources include population, territory, natural re¬ 
sources, economic size, military forces, and political sta¬ 
bility among others. 2 The virtue of this definition is that 
it makes power appear more concrete, measurable, and 
predictable than does the behavioral definition. Power 
in this sense means holding the high cards in the inter¬ 
national poker game. A basic rule of poker is that if 
your opponent is showing cards that can beat anything 
you. hold, fold your hand. If you know you will lose a 
war, don’t start it. 

Some wars, however, have been started by the even¬ 
tual losers, which suggests that political leaders some¬ 
times take risks or make mistakes. Often the opponent’s 
cards are not all showing in the game of international 
politics. As in poker, playing skills, such as bluff and 
deception, can make a big difference. Even when there 
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is no deception, mistakes can be made about which 
power resources are most relevant in particular situa¬ 
tions (for example, France and Britain had more tanks 
than Hitler in 1940, but Hitler had greater maneuvera¬ 
bility and a better military strategy). On the other hand, 
in long wars when there is time to mobilize, depth of 
territory and the size of an economy become more 
important, as the Soviet Union and the United States 
demonstrated in World War II. 

Power conversion is a basic problem that arises when 
we think of power in terms of resources. Some coun¬ 
tries are better than others at converting their resources 
into effective influence, just as some skilled card players 
win despite being dealt weak hands. Power conversion 
is the capacity to convert potential power, as measured 
by resources, to realized power, as measured by the 
changed behavior of others. Thus, one has to know 
about a country’s skill at power conversion as well as its 
possession of power resources to predict outcomes cor¬ 
rectly. 

Another problem is determining which resources pro¬ 
vide the best basis for power in any particular context. 
In earlier periods, power resources were easier to judge. 
According to historian A. J. P. Taylor, traditionally “the 
test of a Great Power is . . . the test of strength for 
war.” 3 For example, in the agrarian economies of eigh¬ 
teenth-century Europe, population was a critical power 
resource because it provided a base for taxes and 
recruitment of infantry. In population, France domi¬ 
nated Western Europe. Thus, at the end of the Napo¬ 
leonic Wars, Prussia presented its fellow victors at the 
Congress of Vienna with a precise plan for its own 
reconstruction in order to maintain the balance of 
power. Its plan listed the territories and populations it 
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had lost since 1805, and the territories and populations 
it would need to regain equivalent numbers. 4 In the pre¬ 
nationalist period, it did not much matter that many of 
the people in those provinces did not speak German or 
feel themselves to be German. However, within half a 
century, nationalist sentiments mattered very much. 
Germany’s seizure of Alsace-Lorraine from France in 
1870, for example, made hope of any future alliance 
with France impossible. 

Another change that occurred during the nineteenth 
century was the growing importance of industry and rail 
systems that made rapid mobilization possible. In the 
1860s, Bismarck’s Germany pioneered the use of rail¬ 
ways to transport armies for quick victories. Although 
Russia had always had greater population resources than 
the rest of Europe, they were difficult to mobilize. The 
growth of the rail system in Western Russia at the 
beginning of the twentieth century was one of the rea¬ 
sons the Germans feared rising Russian power in 1914. 
Further, the spread of rail systems on the Continent 
helped deprive Britain of the luxury of concentrating on 
naval power. There was no longer time, should it prove 
necessary, to insert an army to prevent another great 
power from dominating the Continent. 

The application of industrial technology to warfare 
has long had a powerful impact. Advanced science and 
technology have been particularly critical power re¬ 
sources since the beginning of the nuclear age in 1945. 
But the power derived from nuclear weapons has 
proven to be so awesome and destructive that its actual 
application is muscle-bound. Nuclear war is simply too 
costly. More generally, there are many situations where 
any use of force may be inappropriate or too costly. In 
1853, for example, Commodore Perry could threaten to 
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bombard Japan if it did not open its ports for supplies 
and trade, but it is hard to imagine that the United 
States could effectively threaten force to open Japanese 
markets today. 

THE CHANGING SOURCES OF POWER 

Some observers have argued that the sources of 
power are, in general, moving away from the emphasis 
on military force and conquest that marked earlier eras. 
In assessing international power today, factors such as 
technology, education, and economic growth are 
becoming more important, whereas geography, popula¬ 
tion, and raw materials are becoming less important. 
Kenneth Waltz argues that a 5-percent rate of eco¬ 
nomic growth in the United States for three years 
would add more to American strength than does our 
alliance with Britain.' Richard Rosecrance argues that 
since 1945, the world has been poised between a terri¬ 
torial system composed of states that view power in 
terms of land mass, and a trading system “based in 
states which recognize that self-sufficiency is an illu¬ 
sion.” In the past, says Rosecrance, “it was cheaper to 
seize another state’s territory by force than to develop 
the sophisticated economic and trading apparatus 
needed to derive benefit from commercial exchange 
with it.” 6 

If so, perhaps we are in a “Japanese period” in world 
politics. Japan has certainly done far better with its 
strategy as a trading state after 1945 than it did with its 
military strategy to create a Greater East Asian Co- 
Prosperity Sphere in the 1930s. But Japan’s security vis- 
a-vis its large military neighbors—China and the Soviet 
Union—depends heavily on U.S. protection. In short, 
even if we can define power clearly, it still has become 
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more difficult to be clear about the relationship of par¬ 
ticular resources to it. Thus, we cannot leap too quickly 
to the conclusion that all trends favor economic power 
or countries like Japan. 

Like other forms of power, economic power cannot 
be measured simply in terms of tangible resources. 
Intangible aspects also matter. For example, outcomes 
generally depend on bargaining, and bargaining depends 
on relative costs in particular situations and skill in con¬ 
verting potential power into effects. Relative costs are 
determined not only by the total amount of measurable 
economic resources of a country but also by the degree 
of its interdependence in a relationship. If, for example, 
the United States and Japan depend on each other but 
one is less dependent than the other, that asymmetry is 
a source of power. The United States may be less vul¬ 
nerable than Japan if the relationship breaks down, and 
it may use that threat as a source of power. 7 Thus, as 
we shall see in chapters 5 and 6, an assessment of Jap¬ 
anese and American power must look not only at shares 
of resources but also at the relative vulnerabilities of 
both countries. 

Another consideration is that most large countries 
today find military force more costly to apply than in 
previous centuries. This has resulted from the dangers 
of nuclear escalation, the difficulty of ruling nationalist- 
ically awakened populations in otherwise weak states, 
the danger of rupturing profitable relations on other 
issues, and the public opposition in Western democra¬ 
cies to prolonged and expensive military conflicts. Even 
so, the increased cost of military force does not mean 
that it will be ruled out. To the contrary, in an anarchic 
system of states where there is no higher government 
to settle conflicts and where the ultimate recourse is 
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self-help, this could never happen. In some cases, the 
stakes may justify a costly use of force. And, as recent 
episodes in Grenada and Libya have shown, not all uses 
of force by great powers involve high costs. 8 

Even if the direct use of force were banned among a 
group of countries, military force would still play an 
important political role. For example, the American mil¬ 
itary role in deterring threats to allies, or of assuring 
access to a crucial resource such as oil in the Persian 
Gulf, means that the provision of protective force can 
be used in bargaining situations. Sometimes the linkage 
may be direct; more often it is a factor not mentioned 
openly but present in the back of statesmen’s minds. 

In addition, there is the consideration that is some¬ 
times called “the second face of power.” 9 Getting other 
states to change might be called the directive or com¬ 
manding method of exercising power. Command power 
can rest on inducements (“carrots”) or threats (“sticks”). 
But there is also an indirect way to exercise power. A 
country may achieve the outcomes it prefers in world 
politics because other countries want to follow it or 
have agreed to a system that produces such effects. In 
this sense, it is just as important to set the agenda and 
structure the situations in world politics as it is to get 
others to change in particular situations. This aspect of 
power—that is, getting others to want what you want— 
might be called indirect or co-optive power behavior. It 
is in contrast to the active command power behavior of 
getting others to do what you want. 10 Co-optive power 
can rest on the attraction of one’s ideas or on the abil¬ 
ity to set the political agenda in a way that shapes the 
preferences that others express. Parents of teenagers 
know that if they have structured their children’s beliefs 
and preferences, their power will be greater and will last 
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longer than if they had relied only on active control. 
Similarly, political leaders and philosophers have long 
understood the power that comes from setting the 
agenda and determining the framework of a debate. 
The ability to establish preferences tends to be associ¬ 
ated with intangible power resources such as culture, 
ideology, and institutions. This dimension can be 
thought of as soft power, in contrast to the hard com¬ 
mand power usually associated with tangible resources 
like military and economic strength. 11 

Robert Cox argues that the nineteenth-century Pax 
Britannica and the twentieth-century Pax Americana 
were effective because they created liberal international 
economic orders, in which certain types of economic 
relations were privileged over others and liberal inter¬ 
national rules and institutions were broadly accepted. 
Following the insights of the Italian thinker Antonio 
Gramsci, Cox argues that the most critical feature for a 
dominant country is the ability to obtain a broad mea¬ 
sure of consent on general principles—principles that 
ensure the supremacy of the leading state and domi¬ 
nant social classes—and at the same time to offer some 
prospect of satisfaction to the less powerful. Cox iden¬ 
tifies Britain from 1845 to 1875 and the United States 
from 1945 to 1967 as such countries. 12 Although we 
may not agree with his terminology or dates, Cox has 
touched a major point: Soft co-optive power is just as 
important as hard command power. If a state can make 
its power legitimate in the eyes of others, it will 
encounter less resistance to its wishes. If its culture and 
ideology are attractive, others will more willingly follow. 
If it can establish international norms that are consis¬ 
tent with its society, it will be less likely to have to 
change. If it can help support institutions that encour- 
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age other states to channel or limit their activities in 
ways the dominant state prefers, it may not need as 
many costly exercises of coercive or hard power in bar¬ 
gaining situations. In short, the universalism of a coun¬ 
try’s culture and its ability to establish a set of favorable 
rules and institutions that govern areas of international 
activity are critical sources of power. 15 As we shall 
see in greater detail in chapter 6, these soft sources 
of power are becoming more important in world poli¬ 
tics today. 

Such considerations question the conclusion that the 
world is about to enter a Japanese era in world politics. 
The nature of power is changing and some of the 
changes will favor Japan, but some of them may favor 
the United States even more. In command power, 
Japan’s economic strength is increasing, but it remains 
vulnerable in terms of raw materials and relatively weak 
in terms of military force. And in co-optive power, 
Japan’s culture is highly insular and it has yet to develop 
a major voice in international institutions. The United 
States, on the other hand, has a universalistic popular 
culture and a major role in international institutions. 
Although such factors may change in the future, they 
raise an important question about the present situation: 
What resources are the most important sources of 
power today? A look at the five-century-old modern 
state system shows that different power resources played 
critical roles in different periods (see table 1.1). The 
sources of power are never static and, as we shall see in 
chapter 6, they continue to change in today’s world. 

In an age of information-based economies and trans¬ 
national interdependence, power is becoming less trans¬ 
ferable, less tangible, and less coercive. However, the 
transformation of power is incomplete. The twenty-first 
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TABLE 1.1 


Leading States and Major Power Resources, 1 5 00s-l 900s 


Period 

Leading State 

Major Resources 

Sixteenth century 

Spain 

Gold bullion, colonial trade, 
mercenary armies, dynastic ties 

Seventeenth century 

Netherlands 

Trade, capital markets, navy 

Eighteenth century 

France 

Population, rural industry, public 
administration, army 

Nineteenth century 

Britain 

Industry, political cohesion, 
finance and credit, navy, liberal 
norms, island location (easy to 
defend) 

Twentieth century 

United States 

Economic scale, scientific and 
technical leadership, 
universalistic culture, military 
forces and alliances, liberal 
international regimes, hub of 
transnational communications 


century will certainly see a greater role for informa¬ 
tional and institutional power, but military force will 
remain an important factor. Economic scale, both in 
markets and in natural resources, will also remain 
important. As the service sector grows within modern 
economies, the distinction between services and man¬ 
ufacturing will continue to blur. Information will be¬ 
come more plentiful, and the critical resource will be 
the organizational capacity for rapid and flexible re¬ 
sponse. Political cohesion will remain important, as will 
a universalistic popular culture. On some of these 
dimensions of power, the United States is well en¬ 
dowed; on others, questions arise. But even larger ques¬ 
tions arise for the other major contenders—Europe, 
Japan, the Soviet Union, and China—as we shall see in 
part II. But first we need to look at the patterns in the 
distribution of power—balances and hegemonies, how 
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they have changed over history, and what that implies 
for the position of the United States. 


BALANCE OF POWER 

International relations is far from a precise science. 
Conditions in various periods always differ in significant 
details, and human behavior reflects personal choices. 
Moreover, theorists often suffer from writing in the 
midst of events, rather than viewing them from a dis¬ 
tance. Thus, powerful theories—those that are both 
simple and accurate—are rare. Yet political leaders (and 
those who seek to explain behavior) must generalize in 
order to chart a path through the apparent chaos of 
changing events. One of the longest-standing and most 
frequently used concepts is balance of power, which 
eighteenth-century philosopher David Hume called “a 
constant rule of prudent politics.” 14 For centuries, bal¬ 
ance of power has been the starting point for realistic 
discussions of international politics. 

To an extent, balance of power is a useful predictor 
of how states will behave; that is, states will align in a 
manner that will prevent any one state from develop¬ 
ing a preponderance of power. This is based on two 
assumptions: (1) that states exist in an anarchic system 
with no higher government and (2) that political leaders 
will act first to reduce risks to the independence of their 
states. The policy of balancing power helps to explain 
why in modern times a large state cannot grow forever 
into a world empire. States seek to increase their pow¬ 
ers through internal growth and external alliances. Bal¬ 
ance of power predicts that if one state appears to grow 
too strong, others will ally against it so to avoid threats 
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to their own independence. This behavior, then, will 
preserve the structure of the system of states. 

However, not all balance-of-power predictions are so 
obvious. For example, this theory implies that profes¬ 
sions of ideological faith will be poor predictors of 
behavior. But despite Britain’s criticism of the noto¬ 
rious Stalin-Hitler pact of 1939, it was quick to make 
an alliance with Stalin’s Soviet Union in 1941. As Win¬ 
ston Churchill explained at the time, “If I learned that 
Hitler had invaded Hell, I would manage to say some¬ 
thing good about the Devil in the House of Com¬ 
mons.” 15 Further, balance of power does not mean that 
political leaders must maximize the power of their own 
states in the short run. Bandwagoning—that is, joining 
the stronger rather than the weaker side—might pro¬ 
duce more immediate spoils. As Mussolini discovered in 
his ill-fated pact with Hitler, the danger in bandwagon¬ 
ing is that independence may be threatened by the 
stronger ally in the long term. Thus, to say that states 
will act to balance power is a strong generalization in 
international relations, but it is far from being a perfect 
predictor. 

Proximity and perceptions of threat also affect the 
way in which balancing of power is played out. 16 A 
small state like Finland, for instance, cannot afford to 
try to balance Soviet power. Instead, it seeks to pre¬ 
serve its independence through neutrality. Balance of 
power and the proposition that “the enemy of my 
enemy is my friend” help to explain the larger contours 
of current world politics, but only when proximity and 
perceptions are considered. The United States was by 
far the strongest power after 1945. A mechanical appli¬ 
cation of power balance might seem to predict an alli¬ 
ance against the United States. In fact, Europe and 
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Japan allied with the United States because the Soviet 
Union, while weaker in overall power, posed a proxi¬ 
mate threat to its neighbors. Geography and psychology 
are both important factors in geopolitics. 

The term balance of power is sometimes used not as 
a prediction of policy but as a description of how power 
is distributed. In the latter case, it is more accurate to 
refer to the distribution of power. In other instances, 
though, the term is used to refer to an evenly balanced 
distribution of power, like a pair of hanging scales. The 
problem with this usage is that the ambiguities of mea¬ 
suring power make it difficult to determine when an 
equal balance exists. In fact, the major concerns in 
world politics tend to arise from inequalities of power, 
and particularly from major changes in the unequal dis¬ 
tribution of power. 


HEGEMONY IN MODERN HISTORY 

No matter how power is measured, an equal distribu¬ 
tion of power among major states is relatively rare. 
More often the processes of uneven growth, which real¬ 
ists consider a basic law of international politics, mean 
that some states will be rising and others declining. 
These transitions in the distribution of power stimulate 
statesmen to form alliances, to build armies, and to take 
risks that balance or check rising powers. But the bal¬ 
ancing of power does not always prevent the emer¬ 
gence of a dominant state. Theories of hegemony and 
power transition try to explain why some states that 
become preponderant later lose that preponderance. 

As far back as ancient Greece, observers attempting 
to explain the causes of major world wars have cited the 
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uncertainties associated with the transition of power. 
Shifts in the international distribution of power create 
the conditions likely to lead to the most important 
wars. 17 However, while power transitions provide useful 
warning about periods of heightened risk, there is no 
iron law of hegemonic war. If there were, Britain and 
the United States would have gone to war at the begin¬ 
ning of this century, when the Americans surpassed the 
British in economic and naval power in the Western 
Hemisphere. Instead, when the United States backed 
Venezuela in its boundary dispute with British Guyana 
in 1895, British leaders appeased the rising American 
power instead of going to war with it. 18 

When power is distributed unevenly, political leaders 
and theorists use terms such as empire and hegemony . 
Although there have been many empires in history, 
those in the modern world have not encompassed all 
major countries. Even the British Empire at the begin¬ 
ning of this century encompassed only a quarter of the 
world's population and Britain was just one of a half- 
dozen major powers in the global balance of power. The 
term hegemony is applied to a variety of situations in 
which one state appears to have considerably more 
power than others. For example, for years China 
accused the Soviet Union of seeking hegemony in Asia. 
When Soviet leader Mikhail Gorbachev and Chinese 
leader Deng Xiaoping met in 1989, they pledged that 
“neither side will seek hegemony in any form anywhere 
in the world." 19 

Although the word comes from the ancient Greek 
and refers to the dominance of one state over others in 
the system, it is used in diverse and confused ways. Part 
of the problem is that unequal distribution of power is 
a matter of degree, and there is no general agreement 
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on how much inequality and what types of power con¬ 
stitute hegemony. All too often, hegemony is used to 
refer to different behaviors and degrees of control, 
which obscures rather than clarifies the analysis. For 
example, Charles Doran cites aggressive military power, 
while Robert Keohane looks at preponderance in eco¬ 
nomic resources. Robert Gilpin sometimes uses the 
terms imperial and hegemonic interchangeably to refer 
to a situation in which “a single powerful state controls 
or dominates the lesser states in the system.” 20 British 
hegemony in the nineteenth century is commonly cited 
even though Britain ranked third behind the United 
States and Russia in GNP and third behind Russia and 
France in military expenditures at the peak of its rela¬ 
tive power around 1870. Britain was first in the more 
limited domains of manufacturing, trade, finance, and 
naval power. 21 Yet theorists often contend that “full 
hegemony requires productive, commercial, and finan¬ 
cial as well as political and military power.” 22 

Joshua Goldstein usefully defines hegemony as “being 
able to dictate, or at least dominate, the rules and 
arrangements by which international relations, political 
and economic, are conducted. . . . Economic hegemony 
implies the ability to center the world economy around 
itself. Political hegemony means being able to dominate 
the world militarily.” 23 However, there are still two 
important questions to be answered with regard to how 
the term hegemony is used. First, what is the scope of 
the hegemon’s control? In the modern' world, a situa¬ 
tion in which one country can dictate political and eco¬ 
nomic arrangements has been extremely rare. Most 
examples have been regional, such as Soviet power in 
Eastern Europe, American influence in the Caribbean, 
and India’s control over its small neighbors—Sikkim, 
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Bhutan, and Nepal. 24 In addition, one can find instances 
in which one country was able to set the rules and 
arrangements governing specific issues in world politics, 
such as the American role in money or trade in the 
early postwar years. But as chapters 2 and 3 show, there 
has been no global, system-wide hegemon during the 
past two centuries. Contrary to the myths about Pax 
Britannica and Pax Americana, British and American 
hegemonies have been regional and issue-specific rather 
than general. 

Second, we must ask what types of power resources 
are necessary to produce a hegemonic degree of con¬ 
trol. Is military power necessary? Or is it enough to 
have preponderance in economic resources? How do 
the two types of power relate to each other? Obviously, 
the answers to such questions can tell us a great deal 
about the future world, in which Japan may be an eco¬ 
nomic giant and a military dwarf while the Soviet Union 
may fall into the opposite situation. And, as we shall see 
in chapter 3, a careful look at the interplay of military 
and economic power raises doubt about the degree of 
American hegemony in the postwar period. 25 

THEORIES OF HEGEMONIC TRANSITION 
AND STABILITY 

The focus of this book is more on general hegemony 
than on regional or issue hegemony. General hegemony 
is the concern of theories and analogies about the in¬ 
stability and dangers supposedly caused by hegemonic 
transitions. Thus I will focus on the extent to which the 
United States was able to use its preponderant military 
or economic resources to maintain the essential rules 
and norms governing interstate relations in the postwar 
period. But before we turn to the American experience, 
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we should first look at how theorists of hegemonic tran¬ 
sition have categorized history. 

Classical concerns about hegemony among leaders 
and philosophers focus on military power and “conflicts 
precipitated by the military effort of one dominant actor 
to expand well beyond the arbitrary security confines set 
by tradition, historical accident, or coercive pres¬ 
sures.’’ 26 In this approach, hegemony is preponderance 
arising out of military expansion, such as the efforts of 
Louis XIV, Napoleon, or Hitler to dominate world pol¬ 
itics. The important point is that, except for brief 
periods, none of the attempted military hegemonies in 
modern times has succeeded (see table 1.2). No modern 
state has been able to develop sufficient military power 
to transform the balance of power into a long-lived 
hegemony in which one state could dominate the world 
militarily. 

More recently, many political scientists have focused 
on economic power as a source of hegemonic control. 
Some define hegemonic economic power in terms of 
resources; that is, preponderance in control over raw 
materials, sources of capital, markets, and production of 
goods. Others use the behavioral definition in which a 


TABLE 1.2 

Modern Efforts at Military Hegemony 


State Attempting 
Hegemony 

Ensuing 

Hegemonic War 

New Order After War 

Habsburg Spain 

Thirty Years' War, 
1618-1648 

Peace of Westphalia, 1648 

Louis XIV's France 

Wars of Louis XIV 

Treaty of Utrecht, 1713 

Napoleon's France 

1792-1815 

Congress of Vienna, 1815 

Germany (and Japan) 

1914-1945 

United Nations, 1945 


Source: Charles F. Doran, The Politics of Assimilation: Hegemony and Its Aftermath 
(Baltimore: Johns Hopkins University Press, 1971), pp. 19-20. 
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hegemon is a state able to set the rules and arrange¬ 
ments for the global economy. Robert Gilpin, a leading 
theorist of hegemonic transition, sees Britain and Amer¬ 
ica, having created and enforced the rules of a liberal 
economic order, as the successive hegemons since the 
Industrial Revolution. 27 Some political economists argue 
that world economic stability requires a single stabilizer 
and that periods of such stability have coincided with 
periods of hegemony. In this view, Pax Britannica and 
Pax Americana were the periods when Britain and the 
United States were strong enough to create and enforce 
the rules for a liberal international economic order in 
the nineteenth and twentieth centuries. For example, it 
is often argued that economic stability “historically has 
occurred when there has been a sole hegemonic power; 
Britain from 1815 to World War I and the United States 
from 1945 to around 1970. . . . With a sole hegemonic 
power, the rules of the game can be established and 
enforced. Lesser countries have little choice but to go 
along. Without a hegemonic power, conflict is the order 
of the day.” 28 Such theories of hegemonic stability and 
decline are often used to predict that the United States 
will follow the experience of Great Britain, and that 
instability will ensue. Goldstein, for example, argues that 
“we are moving toward the ‘weak hegemony’ end of the 
spectrum and . . . this seems to increase the danger of 
hegemonic war.” 29 

I argue, however, that the theory of hegemonic sta¬ 
bility and transition will not tell us as much about the 
future of the United States. Theorists of hegemonic sta¬ 
bility generally fail to spell out the causal connections 
between military and economic power and hegemony. 
As already noted, nineteenth-century Britain was not 
militarily dominant nor was it the world’s largest econ- 
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omy, and yet Britain is portrayed by Gilpin and others 
as hegemonic. Did Britain’s military weakness at that 
time allow the United States and Russia, the two larger 
economies, to remain mostly outside the liberal system 
of free trade? Or, to take a twentieth-century puzzle, 
did a liberal international economy depend on postwar 
American military strength or only on its economic 
power? Are both conditions necessary today, or have 
modern nations learned to cooperate through interna¬ 
tional institutions? 

One radical school of political economists, the neo- 
Marxists, have attempted to answer similar questions 
about the relationship between economic and military 
hegemony, but their theories are unconvincing. For 
example, Immanuel Wallerstein defines hegemony as a 
situation in which power is so unbalanced that 

one power can largely impose its rules and its wishes (at the 
very least by effective veto power) in the economic, political, 
military, diplomatic, and even cultural arenas. The material 
base of such power lies in the ability of enterprises domiciled 
in that power to operate more efficiently in all three major 
economic arenas—agro-industrial production, commerce, 
and finance.’ 0 

According to Wallerstein, hegemony is rare and “refers 
to that short interval in which there is simultaneously 
advantage in all three economic domains.” At such 
times, the other major powers become “de facto client 
states.” Wallerstein claims there have been only three 
modern instances of hegemony—in the Netherlands, 
1620-1650; in Britain, 1815-1873; and in the United 
States, 1945-1967 (see table 1.3). He argues that “in 
each case, the hegemony was secured by a thirty-year¬ 
long world war,” after which a new order followed—the 
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Peace of Westphalia after 1648; the Concert of Europe 
after 1815; and the United Nations-Bretton Woods sys¬ 
tem after 1945. 31 According to this theory, the United 
States will follow the Dutch and the British path to 
decline. 

The neo-Marxist view, of hegemony is unconvincing 
and a poor predictor of future events because it super¬ 
ficially links military and economic hegemony and has 
many loose ends. For example, contrary to Wallerstein's 
theory, the Thirty Years’ War coincided with Dutch 
hegemony, and Dutch decline began with the Peace of 
Westphalia. The Dutch were not militarily strong 
enough to stand up to the British on the sea and could 
barely defend themselves against the French on land, 
“despite their trade-derived wealth.” 32 Further, although 
Wallerstein argues that British hegemony began after 
the Napoleonic Wars, he is not clear about how the new 
order in the balance of power—that is, the nineteenth- 
century Concert of Europe—related to Britain’s sup¬ 
posed ability to impose a global free-trade system. For 
example, Louis XIV’s France, which many historians 
view as the dominant military power in the second half 
of the seventeenth century, is excluded from Waller- 
stein’s schema altogether. Thus, the neo-Marxist histor¬ 
ical analogies seem forced into a Procrustean ideological 
bed, while other cases are left out of bed altogether. 

TABLE 1.3 


A Neo-Marxist View of Hegemony 


Hegemony 

World War Securing Hegemony 

Period of 
Dominance 

Decline 

Dutch 

Thirty Years' War, 1618-1648 

1620-1650 

1650-1672 

British 

Napoleonic Wars, 1792-1815 

1815-1873 

1873-1896 

American 

World Wars I and II, 1914-1945 

1945-1967 

1967- 


Source; Immanuel Wallerstein, The Politics of the World Economy (New York; Cambridge 
University Press, 1984), pp. 41-42. 
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Others have attempted to organize past periods of 
hegemony into century-long cycles. In 1919, British geo¬ 
politician Sir Halford Mackinder argued that unequal 
growth among nations tends to produce a hegemonic 
world war about every hundred years.” More recently, 
political scientist George Modelski proposed a hundred- 
year cyclical view of changes in world leadership (see 
table 1.4). In this view, a long cycle begins with a major 
global war. A single state then emerges as the new 
world power and legitimizes its preponderance with 
postwar peace treaties. (Preponderance is defined as 
having at least half the resources available for global 
order-keeping.) The new leader supplies security and 
order for the international system. In time, though, the 
leader loses legitimacy, and deconcentration of power 
leads to another global war. The new leader that 
emerges from that war may not be the state that chal¬ 
lenged the old leader but one of the more innovative 
allies in the winning coalition (as, not Germany, but the 
United States replaced Britain). According to Modelski’s 
theory, the United States began its decline in 1973. 54 If 
his assumptions are correct, it may be Japan and not the 
Soviet Union that will most effectively challenge the 
United States in the future. 

TABLE 1.4 


Long Cycles of World Leadership 


Cycle 

Global War 

Preponderance 

Decline 

1494-1580 

1494-1516 

Portugal, 1516-1540 

1540-1580 

1580-1688 

1580-1609 

Netherlands, 1609-1640 

1640-1688 

1688-1792 

1688-1713 

Britain, 1714-1740 

1740-1792 

1792-1914 

1792-1815 

Britain, 1815-1850 

1850-1914 

1914- 

1914-1945 

United States, 1945-1973 

1973- 


Source: George Modelski, Long Cycles tn World Politics (Seattle: University of Washing¬ 
ton Press, 1987), pp. 40, 42, 44, 102, 131, 147. 
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Modelski and his followers suggest that the processes 
of decline are associated with long waves in the global 
economy. They associate a period of rising prices and 
resource scarcities with loss of power, and concentra¬ 
tion of power with falling prices, resource abundance, 
and economic innovation. 35 However, in linking eco¬ 
nomic and political cycles, these theorists become 
enmeshed in the controversy surrounding long cycle 
theory. Many economists are skeptical about the empir¬ 
ical evidence for alleged long economic waves and about 
dating historical waves by those who use the concept. 36 

Further, we cannot rely on the long-cycle theory to 
predict accurately the American future. Modelski’s 
treatment of political history is at best puzzling. For 
example, he ranks sixteenth-century Portugal as a hege¬ 
mon rather than Spain, even though Spain controlled a 
richer overseas empire. Likewise, Britain is ranked as a 
hegemon from 1714 to 1740, even though eighteenth- 
century France was the larger military power. Mod- 
elskis categories are odd in part because he uses naval 
power as the sine qua non of global power, which 
results in a truncated view of military and diplomatic 
history. Although naval power was more important for 
countries that relied on overseas possessions, the 
balance in Europe depended on the armies on the 
continent. Britain could not afford to ignore its 
armies on land and rely solely on its naval power. To 
preserve the balance of power, Britain had to be heavily 
involved in land wars on the European continent 
at the beginning of the eighteenth, nineteenth, and 
twentieth centuries. More specifically, Modelski 
underrates the Spanish navy in the sixteenth cen¬ 
tury as well as the French navy, which outnum- 
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bered Britain’s, in the late seventeenth century.' Some 
major wars, such as the Thirty Years’ War and the 
Anglo-French wars of the eighteenth century, are 
excluded altogether from Modelski’s organization of his¬ 
tory. 

Vague definitions and arbitrary schematizations alert 
us to the inadequacies of such grand theories of hegem¬ 
ony and decline. Most theorists of hegemonic transition 
tend to shape history to their own theories by focusing 
on particular power resources and ignoring others. 
Examples include the poorly explained relationship 
between military and political power and the unclear 
link between decline and major war. Since there have 
been wars among the great powers during 60 percent of 
the years from 1500 to the present, there are plenty of 
candidates to associate with any given scheme. 38 Even 
if we consider only the nine general wars that have 
involved nearly all the great powers and produced high 
levels of casualties, some of them, such as the Seven 
Years’ War (1755-1765), are not considered hegemonic 
in any of the schemes. As sociologist Pitirim Sorokin 
concludes, “no regular periodicity is noticeable.”’ q At 
best, the various schematizations of hegemony and war 
are only suggestive. They do not provide a reliable basis 
for predicting the future of American power or for eval¬ 
uating the risk of world war as we enter the twenty-first 
century. 

As we shall see in chapter 6, the changing nature of 
world politics and power today makes past instances of 
hegemonic transition less relevant to our understanding 
of the future. The devastating consequences of nuclear 
war, the changing public attitude toward war, and the 
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increase in economic and ecological interdependence 
make the present world quite different from the past. 
But before we can look to the future, we need first to 
establish in the next two chapters a clear understanding 
of the nature of British and American power in two 
alleged hegemonies of the past. 


2 


The British 
Analogy 


The Great Power is in trouble. A costly intervention in 
a distant part of the globe disrupted its economy and 
created doubts about whether it can fulfill its interna¬ 
tional commitments. Military superiority is lost. Its most 
powerful rival, the world’s largest land power, now has 
a significant naval force. Forty years ago, the Great 
Power’s economic and industrial capacity was in a class 
by itself. Now its industrial base is eroding, imports are 
soaring, and calls for protectionism are rising. It asks its 
allies to share its burdens but to little avail. Funds are 
needed to repair the domestic social fabric but no one 
knows where they will come from. It is uncomfortable 
being the top nation in a period of relative decline. 

Does this scenario describe early twentieth-century 
Britain or the United States at the end of the century? 
Paul Kennedy suggests both, 1 and he is not alone in 
drawing such analogies. Scholars on the Left write of 
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“uncanny resemblances between late Victorian England 
and the United States today,” 2 and professors at Har¬ 
vard Business School argue that “starkly put, the ques¬ 
tion is whether the United States is in the early stages 
of a decline similar to the United Kingdom.” 3 

As we saw in chapter 1, theories of hegemonic sta¬ 
bility and transition in the modern world are based 
mostly on two cases: Victorian Britain and post-1945 
America. Robert Gilpin, a leading theorist of hege¬ 
monic transition, argues that “the Pax Britannica and 
Pax Americana, like the Pax Romana, ensured an inter¬ 
national system of relative peace and security.” Since 
the Industrial Revolution, the United States and Britain 
have “succeeded in this hegemonic role partially 
because they have imposed their will on lesser states 
and particularly because other states have benefited 
from and accepted their leadership.” 4 The economist 
Charles Kindleberger argues that a liberal system of free 
trade has required that one country keep the system 
open: “For the world economy to be stabilized, there 
has to be a stabilizer, one stabilizer.” 5 But providing 
order is expensive. Although smaller countries benefit, 
they cannot be forced to pay their share of the burden. 
This, in turn, saps the capability and will of the leading 
state and contributes to decline. 

Others have raised serious questions about the theory 
of hegemonic stability. For instance, the theory is crit¬ 
icized for its assumption that the order created by the 
large state is a public good that benefits all states. In 
some cases, the order created by large states does not 
benefit others. Even when others do benefit, the large 
state may not be benevolent; it may merely be acting 
in its own interests and receiving ample rewards. 6 The 
provision of order in this case would be a source of 
strength to the state rather than a cause of decline. 
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The theory is also ambiguous about the relationship 
between military and economic power. It dates Britain’s 
leadership of the coalition that defeated France and 
created the new order at the Congress of Vienna at the 
beginning of the century, whereas most scholars date 
Britain’s economic hegemony at least a half-century 
later. As Arthur Stein points out, “the golden age of 
free trade in the nineteenth century began decades after 
Britain’s emergence as a hegemonic power. The return 
to protectionism started in the latter part of the nine¬ 
teenth century, when Britain, despite the beginning of 
a decline in its relative power, was still the hegemon.” 
While Britain enjoyed naval power on the world’s pe¬ 
ripheries, its military power in Europe was limited and 
had little relation to its economic policies. It was never 
powerful enough to impose free trade on the United 
States or on European countries. Although Britain em¬ 
braced free trade with the repeal of the Corn Laws in 
1846, its decision was unilateral and did not rest on the 
ability to force other major countries to cut tariffs. 8 In 
what two British historians call “the imperialism of free 
trade,” 9 British gunboats occasionally forced poor coun¬ 
tries in what would today be termed the Third World to 
open their ports to trade. But there is a significant differ¬ 
ence between coercing distant, less-developed countries 
and winning the adherence of major European rivals. 
Timothy McKeown makes the point that French and 
Prussian tariff reductions in the 1860s were triggered more 
by liberal ideology and domestic politics than by British 
pressure. 10 

Like Cinderella’s sisters, the theorists of hegemonic 
stability and transition find the slipper of nineteenth- 
century history an uncomfortable fit. According to Rob¬ 
ert Keohane, “that the theory of hegemonic stability is 
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supported by only one or at most two cases casts doubt 
on its general validity.” 11 If the theory of hegemonic 
stability and transition really boils down to a poorly 
based historical analogy, we must doubt its usefulness 
in explaining the current American situation. To under¬ 
stand why the analogy is misleading, we need to look 
more closely at the British experience. 


HOW STRONG WAS GREAT BRITAIN? 

Between 1689 and 1815, Britain and France fought 
seven major wars. France was the most populous coun¬ 
try in eighteenth-century Europe, with 21.5 million peo¬ 
ple in 1750, compared to a population of 10.5 million 
in the British Isles. 12 France also had the largest army, 
while Britain’s ranked third or lower. The British navy 
ranked first in number of ships, but at the time of the 
American War of Independence, the French-led naval 
coalition considerably outnumbered the British navy. 13 
Even as late as 1830, the French economy was slightly 
larger than Britain’s, with 14.8 and 14.2 percent, respec¬ 
tively, of Europe’s total GNP. 14 

Britain’s advantages in the eighteenth century were 
in its naval power, its protected island location, and its 
more advanced system of credit and public finance 
which allowed it greater leeway than France in financ¬ 
ing its military efforts. 15 As it entered the nineteenth 
century, Britain maintained these power resources 
and gained two others: a growing population (which 
quadrupled from 10 to 40 million) and a burgeoning 
industrial production. Although British and French 
manufacturing production were about equal in 1800, by 
the 1850s Britain surpassed France. Britain’s GNP rose 
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nearly 2.5 percent each year during Queen Victoria’s 
reign. In Kennedy’s words, “Britain benefited so much 
from the general economic and geopolitical trends of 
the post-1815 era that it became a different type of 
Power from the rest. ... By the 1860s, however, the 
further spread of industrialization was beginning to 
change the balance of world forces once again.” 16 

Britain had a relatively easy time in the first half of 
the nineteenth century. From the defeat of France in 
1815 until the unification of Germany in 1870, Britain 
benefited from a stable balance of power without the 
dangers of any one country dominating Europe. More¬ 
over, despite occasional threats, there were no serious 
challenges to British naval supremacy. Until the 1890s, 
Britain was able to maintain the standard set by For¬ 
eign Secretary Lord Castlereagh in 1817 of a navy equal 
to the next two fleets combined. 1 ' The empire was 
ruled in large part through local troops. Thus, the costs 
of defense averaged about 2.5 to 3 percent of GNP for 
much of the century, rising briefly to 6 percent during 
the Boer War. 18 Britain also benefited from relative 
political stability at home during times when some of 
its potential rivals were torn by domestic political tur¬ 
moil. The nation’s liberal philosophy of free trade was 
not accepted by the United States and Russia, the 
two largest economies in the latter half of the 1800s. 
And, as we have seen, Britain did not impose its trade 
philosophy on its continental rivals. Even so, the wide¬ 
spread nineteenth-century belief in a limited govern¬ 
mental role tended to coincide with British liberal 
preferences. 

Despite its sources of power, Britain was not as pre¬ 
ponderant in the nineteenth century as is implied by 
those who speak of Pax Britannica. Although it may 
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have had the highest per-capita income (some economic 
historians suspect that the American level was higher), 
Britain ranked third (behind Russia and France) with a 
14-percent share of Europe’s GNP in 1830, and third 
(behind Russia and Germany) with a 17-percent share 
in 1913. 19 As table 2.1 shows, Britain had the second 
largest number of military personnel at the end of the 
Napoleonic Wars and the fourth largest on the eve of 
World War I. With the exception of the Boer War, Brit¬ 
ain’s small volunteer army never exceeded 300,000, a 
quarter of which was tied down in India. 20 

Britain’s leadership in terms of share of world man¬ 
ufacturing production was relatively brief, from 1860 to 
the 1880s (see table 2.2). Its preponderance was greatest 
in 1880, but it was overtaken by the United States by 
1890 and by Germany early in the twentieth century. 
However, Britain maintained its leadership in world 
trade throughout the nineteenth century. In fact, the 
United States did not surpass Britain’s share of world 
trade until after World War II. 21 (See table 2.3.) But 
share of world trade is a poor index of power. A low 
share may reflect a large internal market and a low 
degree of dependence on the outside world, whereas a 
high share may represent high vulnerability. As British 
military planners concluded in 1901, when they debated 


TABLE 2.1 

Britain’s Share of Military Personnel of the Great Powers, 
1816-1914 



1816 

1830 

1860 

1880 

1900 

1914 

British rank 

2nd 

4th 

3rd 

4th 

3rd 

4th 

Britain as a percentage 
of the largest (Russia) 

36% 

17% 

41% 

27% 

54% 

39% 


Source: Paul Kennedy, The Rise and Fall of the Great Powers: Economic Change and 
Military Conflict from 1500 to 2000 (New York: Random House, 1987), pp. 154, 203. 
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whether to resist or appease the growing American 
naval strength, even if a strengthened navy could defeat 
the U.S. fleet, “the vast size of the internal American 
market and the country’s relatively small dependence on 
foreign trade rendered it virtually immune from even 
the most complete naval blockade.” 22 Similarly, Brit¬ 
ain’s position as the world’s leading exporter of capital 
assured an inward flow of dividends, which meant it did 
not have to worry about trade deficits, and gave it a nest 
egg of foreign assets to finance foreign purchases of war 
materials after 1914. But the nation’s export of capital 
was a mixed blessing. The 8.5 percent of Britain’s net 
national product that was invested abroad in the eight 
years before World War I represented savings not used 
for upgrading British industry. In addition, the high 
value of the pound hurt the competitiveness of British 
industry. 25 


THE DECLINE OF BRITISH POWER 

Explaining Britain’s decline has almost become an 
industry in itself, albeit of cottage scale. 24 A lengthy list 
of domestic causes has been adduced. As early as 1898, 
Henry Adams believed that “British industry is quite 
ruined.” But he also believed that “Germany has 


TABLE 2.3 

British and American Shares of World Trade, 1780-1971 



1780 

1820 

1860 

1880 

1913 

1938 

1948 

1971 

Britain 

12% 

27% 

25% 

23% 

16% 

14% 

12% 

7% 

United States 

2 

6 

9 

10 

11 

10 

16 

13 


Source: Walt W. Rostow, The World Economy: Historyt and Prospect (Austin, Tex.: Uni¬ 
versity of Texas Press, 1978), table 11—8. 
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become a mere province of Russia.” 2 ' 1 In 1900, his 
brother Brooks Adams wrote that since 1890, “an 
impression has gained ground that England is losing 
vitality, that the focus of energy and wealth is shifting, 
and that, therefore, a period of instability is pending.” 
He blamed, in part, British lethargy and high living, and 
pointed to the Boer War as an indication that Britain 
no longer had the willingness to accept casualties in 
war. 26 (Of course, this was soon disproved by the enor¬ 
mous British losses in World War I.) 

World War I showed Britain to be an impressive 
power. It not only had willing manpower but also an 
industry capable of being mobilized for war, overseas 
investments that could finance the purchase of U.S. 
technology and military supplies, and a navy large 
enough to ensure control of the Atlantic. In addition, 
Britain could call on the resources of its empire. Of the 
8.6 million British forces in World War I, nearly a third 
came from overseas (though four-fifths of the expendi¬ 
ture was British). 2 By 1918, Britain had the world’s 
largest air force and navy and the empire had reached 
its maximum size. In 1921, both popular and informed 
British opinion agreed with General Jan Smuts of South 
Africa that the British Empire had “emerged from the 
War as quite the greatest power on earth.” 28 

Yet the war, or more precisely, the thirty-year strug¬ 
gle with Germany, did more to hasten British decline 
than any other factor. Competing with Germany, rather 
than possessing an empire, drove up defense spending. 
It is perhaps too simple to say along with Woody Allen 
(in the movie Zelig) that the explanation is easy—“Brit¬ 
ain owned the world and Germany wanted it.” But if 
Bismarck and his successors had not unified the many 
German states into a single continental force after 1870 
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(with a population already larger than Britain’s), the 
British era might have lasted longer. It was Germany, 
not the pre-1914 empire, that overstretched Britain. 

Of course, the British era would not have lasted for¬ 
ever. Even early in the nineteenth century, Alexis de 
Tocqueville pointed out the enormous potential of the 
United States and Russia. 29 In 1835, Richard Cobden 
wrote that “our only chance of national prosperity lies 
in the timely remodeling of our system, so as to put it 
as nearly as possible upon an equality with the 
improved management of the Americans.” 30 Cambridge 
historian Sir John Seely argued in 1883 that federation 
of the empire was the only way that Britain would be 
able to compete with Russia and the United States, 
which were “on an altogether different scale of magni¬ 
tude.” In 1879, former (and future) Prime Minister Wil¬ 
liam Gladstone worried that America “can and probably 
will wrest from us our commercial superiority.” 31 

In short, Britain’s relative power was bound to decline 
because of a number of external factors. The spread 
of industrialization throughout the world was raising 
new economic and military competitors. The growing 
strength of Germany meant that Britain would no 
longer have a free ride on the continental balance of 
power. Moreover, as we saw in chapter 1, the spread of 
railways meant that Britain would no longer have as 
much time to raise interventionary forces and to trans¬ 
port them to the continent. Also, the distribution of 
power in the regional balances of the Atlantic and 
Pacific was shifting because of the growing strength of 
the United States and Japan. By the turn of the twen¬ 
tieth century, British planners felt they could no longer 
afford a navy that dominated the Pacific and Western 
Hemisphere, as well as home waters. Thus, Britain 


The British Analogy 


59 


signed an alliance with Japan and appeased the United 
States with conciliatory measures, including accession 
to the Panama Canal, which further enhanced Ameri¬ 
can naval strength by allowing the United States to shift 
its fleet quickly between two oceans. Henceforth, Brit¬ 
ain applied the traditional two-power naval standard— 
that is, a navy equal to the next two contenders—only 
to its home waters.’ 2 

A final external cause of the decline of British power 
was the rise of nationalism, which helped to transform 
the empire from an asset to a liability. In 1914, London 
declared war on Germany on behalf of the entire Brit¬ 
ish Empire. But long before post-World War II anti¬ 
colonial nationalism stripped away Britain’s Asian and 
African colonies, the dominions of Canada, Australia, 
and New Zealand were resisting rule from London. By 
the time of the Chanak Crisis with Turkey in 1922, 
London discovered that it could not automatically count 
on empire support. After 1926, British military planners 
no longer considered the British Commonwealth a reli¬ 
able basis for military plans. Such forces were at best “a 
possible bonus.” Yet, as Correlli Barnett points out, the 
continued existence of the empire “would pump away 
from England the military resources she needed for her 
own war in Europe.” American Lend-Lease in 1941 
provided those resources, but by 1945, “British power 
had quietly vanished amidst the stupendous events of 
the Second World War.” 33 

There were also internal causes of the decline of Brit¬ 
ish power. Among the most important were the failure 
to maintain the productivity of British industry, partic¬ 
ularly in new sectors, and the nature and level of edu¬ 
cation. The two factors were related. “British governing 
class education was really appropriate to a moment in 
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history that had already vanished. . . . They hardly 
thought at all of British power in terms of industrial 
competitiveness, science, technology, or strategy.” Brit¬ 
ons found the imperial alternative “more attractive than 
the ‘industrial’ one because its upper class was domi¬ 
nated by a landowning aristocracy which set the tone 
for the rest.”* 4 Although Britain continued to produce 
entrepreneurs who responded to market incentives, 
these entrepreneurs focused on the staples of textiles, 
shipbuilding, and light industry rather than on the new 
science-based industries. The nation failed to invest in 
the latest technology in such critical new industries as 
chemicals, electricity, and precision engineering. “The 
most sophisticated sectors of the late nineteenth and 
early twentieth centuries depended far more on applied 
science. It was in exports from these that Britain was 
most conspicuously outclassed.” 35 In 1913, Britain con¬ 
trolled two-thirds of world exports of manufactures in 
declining sectors but only one-fifth of exports of ex¬ 
panding sectors. 36 Until 1902, it had no public secondary 
school system despite public awareness of German edu¬ 
cational superiority. Britain had only 7 universities, com¬ 
pared to 22 in Germany and about 700 colleges and 
technical schools in the United States. 37 

As noted earlier, the increasing economic importance 
of overseas investment was transforming Britain into a 
rentier society where financial interests maintained an 
overvalued currency detrimental to British industry. 38 
Overseas investment rose from 0.2 to 5.2 percent of 
GNP between 1870 and 1913. By 1900, 80 percent of 
the capital issues on the London market were for over¬ 
seas investment. By 1914, Britain owned 43 percent of 
the world stock of investment overseas. 39 As Nobel Lau¬ 
reate Sir W. Arthur Lewis put it in 1978: 
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Britain was caught in a set of ideological traps. She could 
not lower costs by cutting wages because of the unions. 

. . . She could not . . . increase her propensity .to export by 
developing or by paying export subsidies. She could not 
pioneer in developing new commodities because this now 
required a scientific base which did not accord with her 
humanistic snobbery. So instead she invested her savings 
abroad; the economy decelerated, the average level of unem¬ 
ployment increased, and her young people emigrated. 40 

Finally, Britain had problems with power conversion. 
Its domestic political process did not allow the full 
transformation of its potential power resources into 
effective influence. Aaron Friedberg convincingly shows 
that the problem was not complacency—to the con¬ 
trary, there was widespread concern about decline. 41 At 
the turn of the century, “the press argued that England 
was behind in scientific organization, in the use of 
machinery, and the training of workers/’ 42 But the 
debate was confused, with little agreement about useful 
measures or appropriate responses. While return to pri¬ 
macy was impossible after 1900, and Britain did seek 
out new allies after the Boer War, British elites could 
have done more to preserve the nation’s position and to 
prepare for coming challenges. British conservatives 
believed that Britain was financially stretched to its limit 
and feared the economic effects of raising income taxes. 
They failed to invest in the forces needed to maintain 
global naval supremacy and disguised that fact from the 
public by keeping the same slogans. Thus, the British 
Empire became dependent on the goodwill of the new 
regional powers—the United States and Japan. Hence¬ 
forth, Britain had to avoid embroilment with more than 
one first-class power in more than one region of the 
world at a time. Further, it did not implement conscrip¬ 
tion (as the other major European powers had done 
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after 1871) or pay for an adequate army to help main¬ 
tain the balance on the continent in the new age of rail 
mobilization. The 1906 plan for 120,000 troops to assist 
France proved woefully inadequate in 1914. 45 

The British debate over trade was phrased in terms of 
polar extremes of protectionism versus free trade. Little 
attention was given to temporarily protecting critical sec¬ 
tors or to forcing reciprocity on foreign markets. Colonial 
Secretary Joseph Chamberlain tried to rouse his Con¬ 
servative colleagues to a more coherent response, but his 
protectionist scheme would have made things worse. Not 
surprisingly, it attracted the support of the least compet¬ 
itive elements of British industry. 44 In any event, Cham¬ 
berlain wound up splitting his party. Prime Minister 
Arthur Balfour’s moderate suggestion of selected retalia¬ 
tory tariffs to force open foreign markets was lost in the 
ideological cross fire over free trade, and little attention 
was paid to the security implications of the sectoral com¬ 
position of British industry. 45 

Joseph Chamberlain was no more successful in the 
security area. At a 1902 colonial conference, he failed 
to persuade the colonies to share the burden of naval 
costs. His plaint that “the Weary Titan staggers under 
the too vast orb of its fate” 46 did not pry forth new 
resources. Nor could Chamberlain convince his con¬ 
servative colleagues that Britain’s burdens were rela¬ 
tively light. In fact, the entire government budget was 
only 15 percent of GNP (contrasted with nearly 45 per¬ 
cent in modern Britain). And although the Boer War 
created a deficit from 1899 to 1903, the budget was in 
surplus thereafter; the national debt in 1907 was not 
much higher than it had been in the 1880s. A. J. P. 
Taylor estimates that Britain spent 3.4 percent of its 
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national income on armaments in 1914, compared to 4.6 
percent for Germany and 6.3 percent for Russia. Other 
estimates place Britain ahead of Germany but behind 
France in its military burden. 4 

So why did Britain decide it could not afford to main¬ 
tain naval supremacy or an adequate continental expe¬ 
ditionary force? In large part, it was because the adherents 
of the prevailing economic orthodoxy believed in the neg¬ 
ative effects of government spending, and they particu¬ 
larly opposed raising income taxes. Here the analogy to 
modern American politics is striking. The popular belief 
that Britain was suffering from imperial overstretch—de¬ 
spite its light defense burden at 3 percent of GNP— 
caused it not to invest as well as it might have in the 
domestic and external power resources that could have 
slowed its decline. 48 


BRITAIN AND AMERICA: MAJOR 
DIFFERENCES 

Even if Britain's leaders had played their domestic cards 
perfectly, Britain still would have seen a significant 
decline in power in the twentieth century. A. J. P. Tay¬ 
lor speculates that the impressive growth of German 
industry would have brought Germany to the mastery 
of Europe if it had not been for World War I. 49 The 
industrialization of the United States, Russia, and Japan 
was bound to shrink Britain's share. Moreover, nation¬ 
alism would soon erode the empire. In a sense, Britain 
rose to its leading position because it was on the first 
wave of the Industrial Revolution in a pre-nationalist 
era. Yet it is remarkable that such a small country could 
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control a quarter of the world’s people in the largest 
occidental empire since Roman times. 

Such special factors in Britain’s rise make skeptics 
wary about the fashionable analogies between Britain’s 
decline and the current situation of the United States. 
There are at least four major differences in the power 
positions of Victorian Britain and modern America. The 
first is the degree of predominance during the period of 
alleged hegemony. As we have seen, Britain’s power 
resources in the mid-1800s were most impressive in 
naval force, finance, and manufacturing production. 
But, as Robert Keohane points out, Britain was never 
as superior in productivity to the rest of the world as 
the United States was after 1945. And twentieth-cen¬ 
tury United States was never as dependent on foreign 
trade and investment as was nineteenth-century Brit¬ 
ain. 50 Further, as Bruce Russett notes, even during its 
heyday, Britain was not in first place on some critical 
power resources, as the United States was after 1945 
(see table 2.4). 51 In fact, the United States not only 
ranked higher on more dimensions during its “hegem¬ 
ony” than did Britain, but there are important differ¬ 
ences of scale that suggest these rankings will persist 
longer. Britain, an island the size of a middling Ameri- 

TABLE 2.4 


British and American Hegemony Compared 




Britain's 

Rank 


United States' 
Rank 

1830 

1870 

1913 

1950 

1983 

GNP 

3rd 

3rd 

4th 

1st 

1st 

Military spending 

2nd 

3rd 

3rd 

2nd 

1st 

Manufacturing 

3rd 

1st 

3rd 

1st 

1st 


Source: Bruce Russett, “The Mysterious Case of Vanishing Hegemony,” International 
Organization 39 (Spring 1985): 212. 
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can state, ruled a quarter of the world. But, as we have 
seen, the empire quickly fell victim to nationalism and 
ceased to be a reliable basis for British military plans. 

The second major difference between Victorian Brit¬ 
ain and modern America is that the United States has 
been a single, continental-scale economy immune to 
nationalist disintegration since 1865. Today, American 
imports account for only 12 percent of GNP in contrast 
with the British figure of 25 percent in 1914. As table 
2.4 shows, even at the peak of its power in the 1870s, 
Britain had only the third largest economy in the world 
and it fell to fourth place by 1914. In contrast, the cur¬ 
rent U.S. GNP is considerably larger than the nearest 
competitor states. Such differences of scale must be 
kept in mind when encountering theories of over¬ 
stretch. 

Third, for all the loose talk (and looser definitions) 
about an American empire, there are important differ-, 
ences between Britain’s territorial empire and America’s 
areas of influence. Americans have more choice about 
types and levels of defense commitments than did Brit¬ 
ain. There are more degrees of freedom for all parties. 
American trade is not as drawn to unsophisticated mar¬ 
kets. By 1913, two-thirds of British exports were going 
to semi-industrial and nonindustrial countries. 52 Some 
modern historians argue that territorial empire became 
a net drain on Britain.Whether NATO is considered 
a forward defense of U.S. borders in which Europeans 
provide 90 percent of the manpower, or an act of 
American generosity, it is hard to portray U.S. alliances 
constituting a similar burden, particularly since the 
withdrawal of U.S. troops to home bases would not 
save money unless the units were disbanded. Unlike 
Edwardian Britain, which had to leave its isolation and 
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cast about for allies at the beginning of the twentieth 
century, the task for the United States as it enters the 
twenty-first century will be to renew and update the 
successful alliances with the great industrial democra¬ 
cies that have been so critical to the global balance of 
power for the past forty years. 

The fourth major difference between the United 
States and Britain lies in the geopolitical challenges that 
the two nations face. Most important, Britain faced ris¬ 
ing contenders in Germany, the United States, and 
Russia in 1900. The nearest of those contenders, Ger¬ 
many, had not only surpassed Britain in economic 
strength but also was becoming militarily dominant and 
a threat to Britain’s supremacy on the European con¬ 
tinent. America’s external situation today is quite dif¬ 
ferent. Its principal military adversary, the Soviet Union, 
is the power suffering from imperial overstretch. The 
Soviet Union dominates an unstable East European 
empire and its economy has suffered a serious deceler¬ 
ation of the growth that previously allowed Soviet 
expansion. In addition, Soviet defense is often esti¬ 
mated to be 15 percent of GNP, and some estimates 
place the costs of defense and empire at more than 20 
percent of GNP—some three times higher than the rel¬ 
ative burden on the U.S. economy. 54 The British anal¬ 
ogy would be proper if Kaiser Wilhelm II’s Germany, 
rather than passing Britain in economic and military 
strength, had been declining and searching for a breath¬ 
ing spell from its military build-up. 

As we will see in part II, none of the other major 
world powers is now overtaking the United States in 
military and economic power. Although Western Eu¬ 
rope has the skilled population, the GNP, and the 
improved Common Market coming in 1992, few observ- 
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ers believe that European integration will progress soon 
to a single government or a single security policy. Sim¬ 
ilarly, China may become a potential rival of the United 
States over a much longer term, but China's human and 
technological infrastructure is much less developed than 
that of the United States or even the Soviet Union. And 
while many Americans believe that Japan's economic 
strength is a greater challenge than Soviet military 
power, economic competition is not a zero-sum game 
where one country’s gain is its competitor's loss. Thus 
far, Japan has chosen the strategy of a trading state 
rather than that of a military power. There is no cur¬ 
rent analogue to the Kaiser’s Germany. 

The more interesting comparisons between Victorian 
Britain and modern America lie in the domestic domain. 
Here, as we see in chapter 7, there are legitimate causes 
for concern. Productivity growth in the American econ¬ 
omy has fallen to an annual rate of 1.4 percent from its 
2.7 percent average annual rate in the first two postwar 
decades. In the 1980s, net national savings fell to a new 
low of 2 percent, and gross investment at 17 percent of 
GNP was only about half of the Japanese level of 30 
percent. Civilian research and development was 1.8 per¬ 
cent of GNP in the United States, 2.8 percent in Ger¬ 
many, and 2.6 percent in Japan. Foreign inventors 
accounted for almost half of U.S. patents in 1987, com¬ 
pared with one-third a decade earlier. Yet even here, 
one should be wary of too simple comparisons with 
Britain. 55 Whereas Britain fell behind in leading sectors 
of chemicals and electricity at the turn of the twentieth 
century, the United States is today one of the leaders 
in critical new sectors such as information processing 
and biotechnology. The United States attracts capital 
from the rest of the world whereas Britain exported it. 
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Further, emigration drained talented Britons from their 
homeland, but immigration continually infuses the 
United States with new labor and energy. 

Perhaps the most interesting domestic comparison is 
political. Will the United States cope with both its 
international commitments as the world leader and its 
need for domestic reforms? Here the British experience 
suggests caution. As we have seen, the reluctance to 
raise taxes to pay for leadership is an apt analogy. Aaron 
Friedberg shows how the political processes of Victo¬ 
rian democracy tended to fragment the national debate. 
He speculates that centralized countries may have a 
better chance of coordinating a response to early 
inklings of relative decline than do liberal democracies. 
On the other hand, in 1900 Britain’s competitors were 
behind Britain in efforts to integrate national assess¬ 
ments. 56 Fear of decline in Kaiser Wilhelm’s centralized 
political system contributed to the overreaction and war 
that ultimately deprived Germany of its possible rise to 
dominance in Europe. The Soviet Union under Brezh¬ 
nev is a modern case of a centralized autocratic system 
that failed to respond quickly to warning signals. Thus, 
even in politics, the jury is still out, and one must be 
wary of overly simple analogies. With analogy stripped 
away, we look at the period after 1945 and the alleged 
hegemony of the United States in the next chapter. 


3 


The Postwar 
Balance of Power 


World War II destroyed the multipolar balance of power 
and ushered in the age of Soviet-American bipolarity. 
Even before the war, it was evident that the two nations 
were beginning to loom larger than the rest. By 1938, 
the populations of the Soviet Union and the United 
States were each at least twice as large as that of any 
of the other great powers. The United States was 
already the leading industrial power. The Soviet Union 
had surpassed France and was just behind Britain in its 
share of world manufacturing. The war then trans¬ 
formed the potential power of the Soviet Union and the 
United States into actual military power. Some political 
scientists view the post-World War II balance of power 
as unique in the history of the international state sys¬ 
tem. Although earlier there had been balances in which 
alliances coalesced around two states, such as in the 
Peloponnesian War and prior to World War I, no two 
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countries have ever stood so far above the rest in terms 
of their own power resources. 1 Hence the origin of the 
term superpower. 


BALANCE OR HEGEMONY ? 

Was the distribution of power in the late 1940s truly 
bipolar or was it an American hegemony? 2 In 1943, U.S. 
armaments production was three times that of Ger¬ 
many, Britain, or the Soviet Union.’ American GNP 
surged by 50 percent (in real terms) during the war, 
whereas the West Europeans lost a quarter of their 
economies and Soviet economic growth was choked 
back by a decade. 4 The United States lost 350,000 peo¬ 
ple to the war; the Soviet Union lost 20 million. As late 
as 1950, the U.S. economy was three times that of the 
Soviet Union, five times that of Great Britain, and 
twenty times that of Japan. 5 At the end of the war, the 
United States had sixty-nine divisions in Europe and 
twenty-six in Asia, occupied part of Germany and all of 
Japan, and had a monopoly of nuclear weapons. 
Although by 1948 the United States had cut back from 
3 million to 100,000 troops in Europe, it still had pre¬ 
dominance in many power resources. 6 

Political leaders at the time, however, did not per¬ 
ceive the United States as dominant. Rather, they saw 
a world in which the Soviet Union and the United 
States balanced each other’s power. The Soviet Union 
had three major power resources: military force, geo¬ 
graphical location, and soft power resources. Its conven¬ 
tional military force was enormous; even after two-thirds 
of the army was demobilized, the Soviets still had 175 
divisions. 7 Its location in the heart of Eurasia positioned 
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it to influence the key political stakes—Europe, China, 
and Japan—in the postwar contest. Its soft power 
resources of transnational ideology and the political 
institutions of communism were attractive to many and 
gave the Soviets considerable influence in the domestic 
politics of critical states such as China, Italy, and 
France. Despite the American economic predominance 
and nuclear monopoly, the Soviet Union was able to 
hold a large part of Europe and Asia from American 
control. In this sense, then, the postwar balance of 
power was based on asymmetrical resources: U.S. eco¬ 
nomic power, nuclear force, and liberal ideology versus 
Soviet conventional forces, geographical location, and 
Communist ideology and institutions. Certainly Ameri¬ 
can and European leaders did not feel that there was a 
predominance of Western power. To the contrary, con¬ 
temporary accounts depict great anxiety about a pre¬ 
carious balance. 8 

Even in the Western world, American influence was 
often less than the asymmetry in power resources sug¬ 
gests. The United States often had to compromise with 
its allies. For instance, to hasten their recovery from the 
war and reduce European and Japanese susceptibility to 
Communist ideology, Americans tolerated discrimina¬ 
tion against U.S. goods. American concern about Com¬ 
munist encroachment also led the United States to ease 
its pressure on the European allies to dismantle their 
colonial empires. Thus, the real force behind the dra¬ 
matic decolonization that occurred in the postwar 
period was the rise of nationalism, not a new American 
hegemon. 

Ironically, even though the United States had signif¬ 
icantly more power resources than Britain had at an 
equivalent point after the postwar settlement of 1815, 
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the United States was more strongly constrained by the 
bipolar structure of power than Britain was by the mul¬ 
tipolar balance. Had there been no Soviet Union, a gen¬ 
eral American hegemony might have existed. But the 
control promised by America’s preponderance in eco¬ 
nomic resources was limited by the realities of the bipo¬ 
lar military balance. The high degree of control implied 
by references to Pax Americana and by the theories of 
hegemony surveyed in chapter 1 does not hold true 
under historical scrutiny. 


THE VANISHING WORLD WAR II EFFECT 

Whatever degree of control the United States had dur¬ 
ing the period of its greatest concentration of resources, 
that asymmetry was bound to decline. As we saw in the 
introductory chapter, the American share of global 
power resources exaggerated by World War II went 
through a natural and steady decline during the next 
quarter century and then stabilized. According to Sam¬ 
uel Huntington, “if hegemony means having 40 percent 
or more of world economic activity (a percentage Brit¬ 
ain never remotely approximated during its hegemonic 
years), American hegemony disappeared long ago. If 
‘hegemony’ means producing 20-25 percent of the 
world product and twice as much as any other individ¬ 
ual country, American hegemony looks quite secure.” g 

Paul Kennedy also notes the artificial effect of World 
War II as well as the difference in scale between Britain 
and the United States. Other things being equal, he 
believes that geographical size, population, and natural 
resources suggest that Britain “ought to possess roughly 
3 or 4 percent of the world’s wealth and power,’’ and 
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the United States “ought to possess perhaps 16 or 18 
percent of the world’s wealth or power.” Kennedy says 
we are witnessing the ebbing away from the artificial 
high after World War II “to a more ‘natural’ share.” 10 
But, as Kennedy acknowledges, other things are not 
equal in world politics and there is disagreement about 
what constitutes a natural share of power resources. 
Moreover, since power is relative, shares of resources do 
not tell us much about a country’s ability to control 
outcomes unless we can also determine how the other 
shares are distributed. It makes a difference if the shares 
are widely dispersed or concentrated, and if concen¬ 
trated, whether the rivals are increasing or losing their 
shares. We will look at what is happening to other 
countries in later chapters, but first we need to deter¬ 
mine the shape of America’s postwar decline. 

Although there is no question that the slope of 
American decline was quite steep in the quarter cen¬ 
tury after the war, the view that recent U.S. decline has 
been either continuous or precipitous is debatable. 
Ironically, the decline of U.S. power was steepest from 
1950 to 1973, the period often identified as the “period 
of American hegemony” (see figure 3.1). American 
decline has been much more difficult to discern from 
1973 to the present, which is often labeled the period 
of U.S. decline. The semantic irony in this does not 
matter as long as we do not let the labels mislead us 
about what was actually happening to American power 
resources during the two periods. 

TRENDS IN ECONOMIC POWER RESOURCES 

Reliable historical numbers are hard to come by. 
Because most of the available data are rough estimates 
at best, we must use them to examine general trends 
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FIGURE 3.1 

The Shape of American Decline y 1900-1987 
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Source: Herbert Block, The Planetary Product in 1980: A Creative Pause? (Washington, 
D.C.: U.S. Dept, of State, Bureau of Public Affairs, 1981), pp. 74-77, 86-87; Simon Kuz- 
nets, Economic Growth and Structure (New York: W. W. Norton, 1965), p. 144; Council 
on Competiveness, Competiveness Index (Washington, D.C.: 1988), app. II. 


rather than small changes. Figure 3.1 is based on three 
authorities: (1) Herbert Block’s estimate that early twen¬ 
tieth-century United States accounted for almost a 
quarter of world product, (2) Simon Kuznets’ estimate 
that the United States represented 25.9 percent of world 
income in 1938, and (3) the estimate of the Council on 
Competitiveness that the American share of world 
product has held steady at 23 percent since the mid- 
1970s. 11 Alternatively, the approach of the Central 
Intelligence Agency uses purchasing power parities to 
correct for how many goods money can buy in different 
societies; its numbers would cause the curve in figure 
3.1 to turn up again in the 1980s. The CIA calculates 
the American share as falling from 30 percent in 1960 
to 25 percent in 1975 and then rising to 26 percent in 
1988. 12 We must approach all such figures with suspi¬ 
cion, but it is easier to analyze when the numbers are 
made explicit rather than left vague. Certainly, figure 
3.1 suggests a rather different long-term picture than the 
image of continuous or rapid decline. 

Unfortunately, there is some imprecision in all esti¬ 
mates of world product. For example, it is quite difficult 
to obtain reliable data on planned economies and less 
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developed countries. GNP reflects population, regard¬ 
less of whether the people are poor, trained, or em¬ 
ployed. With more rapid population growth in the 
Third World, one should expect the U.S. share of world 
product to decline over time. Since world product 
includes services and subsistence agriculture, it may not 
be as relevant a measure of a country's mobilizable 
power as share of world manufacturing product. We 
must be careful, however, not to depreciate the role of 
services, which account for two-thirds to three-quarters 
of employment in modern economies. In information- 
based economies, however, it is often hard to draw a 
clear line between critical manufacturing and services. 
For instance, the value in a modern telecommunica¬ 
tions switching system lies more in the software than in 
the hardware. 1 ' But does a country derive more power 
from an advantage in manufacturing electronic micro¬ 
chips (Japan) or from holding a clear lead in producing 
software (United States)? Obviously, both are impor¬ 
tant. The point is that manufacturing matters, but so 
do services. 14 

Yet even with these caveats about data, the Ameri¬ 
can share of world manufacturing production has not 
shown a precipitous decline (see figure 3.2). Contrary to 
the view that the United States was de-industrializing, 
manufacturing represented about the same proportion 
(21 percent) of GNP in the 1980s as it did in the 
1970s. l> Moreover, the U.S. share of world manufac¬ 
tures shows a similar trend. The American postwar pre¬ 
ponderance was somewhat greater at nearly 45 percent, 
and the early postwar decline is thus somewhat steeper. 
By 1973, however, the American share returned to 
roughly the 1938 level of 32 percent, and slipped only 
slightly during the 1970s. 16 
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FIGURE 3.2 

American Share of World Manufacturing Production 
1913-1980 
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Sourck: Paul Bairoch, "International Industrialization Levels from 1750 to 1980," Journal 
of European Economic History 11 (2 [Fall 1982]): 275. 

Skeptics may argue that the critical indicator of 
decline is not share of manufacturing production but 
share of the leading sectors in manufacturing. Perhaps 
a focus on areas of innovation would give us a clearer 
picture of continual decline. The idea is plausible, 
though there are difficulties in reaching agreement on 
what defines a leading sector and how long it has lasted. 
One effort by William Thompson compares Britain’s 
share of leading sector industrial activities in the nine¬ 
teenth century with those of the United States in the 
twentieth century. On Thompson’s measures, Britain 
emerged from the Napoleonic Wars with a greater than 
50 percent share that peaked at 64 percent around 1830, 
fell below 50 percent in the 1870s, and declined to 15 
percent on the eve of World War I. He portrays the 
American share of leading sector production as reach¬ 
ing 50 percent in 1910, 68 percent in 1920, 57 percent 
on the eve of World War II, 64 percent in 1950, and 
declining back to the previous level of 57 percent in 
1960. But here again, the more recent years show only 
slight U.S. decline, from 52 percent in 1970 to 49 per¬ 
cent in 1980. As Thompson warns, however, such 
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aggregate scores are somewhat crude and may disguise 
the unevenness of sectoral growth patterns. 17 

Another way to analyze the competitiveness in lead¬ 
ing sectors is to look at export shares of technology¬ 
intensive products. 18 (See table 3.1.) The numbers are 
similar to those we saw earlier for GNP, although they 
show a slight decline. The U.S. share of the total 
declined from 27 percent in 1970 to 23 percent in 1980 
and 21 percent in 1986. The United States retained the 
leading position in world export shares in aircraft, 
industrial chemicals, agricultural chemicals, engines and 
turbines, and office and computing machines. It ranked 
a close second in electrical machinery, plastics, and 
drugs. 19 Single industries show sharper declines. For 
example, the United States has virtually left the inter¬ 
national television and radio receivers market, and while 
it still had the largest market share for world electronics 
in 1988—40 percent compared to Japan’s 27 percent— 
the U.S. share of the world’s electronics production was 
down from 50 percent earlier in the decade. 20 

Obviously, the narrower the focus, the greater the 
volatility of the indicators. If, for example, we focus 
solely on Japan, we see that the U.S. share of the joint 


TABLE 3.1 


World Export Shares of Technology- 
Intensive Products, 1970-1986 


Country 1970 1980 1986 


Japan 

France 


West Germany 
Britain 


United States 


27.0% 22.9% 20.9% 

10.9 14.3 19.8 

7.1 8.5 7.9 

16.8 16.3 16.0 

9.8 10.8 9.0 


Source: National Science Foundation, International 
Science and Technology Update, 1988 (Washington, 
D.C.: 1989), p. 92. 
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product of the two countries declined as Japan's share 
rose. But if we include the American share of the prod¬ 
uct and exports of the seven industrial countries that 
hold an economic summit every year, we see that 
the U.S. share of gross domestic product actually rose 
slightly in the late 1980s (see table 3.2). In general, 
though, the indices of economic power at various levels 
of aggregation are reasonably consistent. They show a 
relatively sharp decline during the postwar quarter cen¬ 
tury of supposed U.S. hegemony and relatively moder¬ 
ate change since then. 

TRENDS IN MILITARY POWER 

Assessing trends in the military balance during the 
postwar period is more difficult for reasons related to 
the changing costs of using force, as discussed in chap¬ 
ter 1. Traditionally, war has been the ultimate indicator 
of national military strength in the prenuclear age. But 
there has been neither a nuclear nor any other type of 
war among the great powers for nearly half a century— 
an unprecedented period in the modern state system. 

Nuclear weapons are today the ultimate form of mil¬ 
itary force. In terms of sheer destructive potential, they 


TABLE 3.2 

American Share of Seven Summit Economies, 
1970-1987 



1970 

1980 

1987 

Share of gross domestic 

48.7% 

46.8% 

47.3% 

product 




Share of exports 

24 

25 

23 


SOURCK: Barry P. Bosworth and Robert Z. Lawrence, "America in 
the World Economy,” Brookings Review 1 (Winter 1988/89): 43; 
Council on Competiveness, Co mpetiveness Index (Washington, 
D.C.: 1988), app. 11. 
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trump all others. Further, nuclear weapons are the 
clearest measure of bipolarity. There are five openly 
declared nuclear weapons states—the United States, the 
Soviet Union, China, France, and Britain—and four 
others that are suspected of covertly crossing the 
threshold of possession—Israel, South Africa, India, and 
Pakistan. However, the United States and the Soviet 
Union together account for 98 percent of the estimated 
55,000 nuclear weapons in existence today. 

However, there is disagreement about the political 
value of nuclear force and what exactly represents a 
balance of forces. About equal portions of the Ameri¬ 
can public believe that either the Soviet Union or the 
United States is ahead in nuclear forces, although pub¬ 
lic opinion tends to vary more with moods and non¬ 
nuclear events than with actual numbers. Similarly, 
European views of U.S. military strength have fluc¬ 
tuated over the years more in response to political 
events than to the actual evolution of the military bal¬ 
ance. 21 The experts have likewise been divided. Unfor¬ 
tunately, nuclear deterrence theory provides little help. 
We cannot know, for example, whether China was 
deterred by nuclear weapons because we cannot deter¬ 
mine what China would have done in the absence of 
nuclear weapons. Some believe that deterrence rests on 
a delicate balance of terror, in which small differences 
in the ability of the United States and the Soviet Union 
to strike each other’s weapons first and to have a larger 
residual force conveys great military power. For exam¬ 
ple, in the early 1980s, the U.S. Committee on the 
Present Danger used such arguments to declare that the 
United States was becoming “number two.” 22 Others 
believe that political leaders do not make such abstract 
and refined calculations. 25 They argue that Soviet and 
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American leaders are deterred by the absolute devasta¬ 
tion that can be wrought on their countries by any 
nuclear weapon, rather than by the residual strength of 
nuclear forces after a first attack on each other’s missile 
silos. 

Although history is not conclusive, it does provide 
some evidence. In 1982, President Reagan and Defense 
Secretary Weinberger argued that the Soviet Union had 
“a definite margin of superiority” because of its nuclear 
counterforce capabilities. 24 During the 1980s, when the 
Soviets added more accurate strategic warheads, U.S. 
land-based missiles became more vulnerable to a Soviet 
first strike. In general, though, the United States did 
better than the Soviet Union in achieving regional 
political goals, such as deployment of missiles in Europe 
and Soviet withdrawal from Afghanistan. Either the 
Soviets did not have nuclear superiority in the 1980s, 
or, if they did, the margin was of relatively little value 
as a power resource. 

It is easier to demonstrate that the United States at 
one time enjoyed nuclear superiority through its 
monopoly on nuclear weapons until 1949. Yet the ini¬ 
tial scarcity of the weapons and concern about their vast 
destructiveness made American presidents reluctant to 
use them during the era of U.S. nuclear superiority in 
the 1950s. 25 Further, American leaders lost any linger¬ 
ing sense of nuclear superiority with the Soviet launch¬ 
ing of Sputnik in 1957, which suggested that the U.S. 
homeland was now vulnerable and that Americans 
might be behind in a missile gap. Even during the 1962 
Cuban Missile Crisis, which some might call the nuclear 
age’s substitute for the traditional showdown of war, 
something in the order of a seventeen-to-one American 
nuclear superiority seemed less important to President 
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Kennedy than the prospect of even a few Soviet nuclear 
weapons exploding in the United States. 26 While it is 
sometimes said that the United States “won” the Cuban 
crisis, the outcome had large elements of compromise. 
Moreover, American naval and air superiority in the 
Caribbean probably played a larger role than did nuclear 
superiority. 

It is clear, however, that the Soviet nuclear build-up 
in the 1960s eliminated American nuclear superiority by 
the early 1970s. The imprecise term rough parity is 
probably as accurate a description as any for the nuclear 
balance. It is worth noting that the United States’ vul¬ 
nerability in the late 1950s and its loss of nuclear supe¬ 
riority in the 1960s occurred during the era of supposed 
American hegemony. The U.S.-Soviet nuclear balance 
has not shifted dramatically. In the period of supposed 
posthegemonic decline, as figure 3.3 indicates, the 
United States continued to lead in number of strategic 
warheads, as it has throughout the postwar period. The 
Soviet Union passed the United States in number of 
strategic delivery systems in 1971, but that relationship 
remained relatively stable after the early 1970s. Even 
within the strategic nuclear issue, the situation is best 
described as a balance of asymmetries. In the view of 
Chinese analysts in the early 1980s, “to sum up, the 
Soviet and U.S. military forces each have their strengths 
and are roughly equal.” 27 

The United States also did not enjoy superiority in 
the size of conventional military forces during its sup¬ 
posed hegemony. As we have seen, the Soviet Union 
has been superior in the balance of conventional forces 
in Europe since the final days of World War II. The 
nature of this conventional imbalance is a matter of 
heated dispute. Some see a three-to-one advantage in 


Number of delivery vehicles Number of warheads 
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FIGURE 33 

United States-Soviet Union Nuclear Balance 




Source: The Harvard Nuclear Study Group, Living with Nuclear Weapons (Cambridge, 
Mass: Harvard University Press, 1983), pp. 74-75. 
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tanks or armored divisions; others argue that Soviet 
forces should be discounted for qualitative factors. 2H It 
is hard to argue, however, that there was an American 
decline. Until the 1970s, conventional Soviet forces had 
little ability to move far away from their homeland, 
whereas the United States, a maritime power, had 
always enjoyed this capability. Although the construc¬ 
tion of a Soviet surface fleet reduced the U.S. lead in 
mobility and the ability to move forces to distant loca¬ 
tions, the Soviets are not close to catching up. Total 
numbers of naval ships are far less important in this 
respect than the fact that the United States has four¬ 
teen aircraft carriers and the Soviet Union has only 
four, and these are of a smaller type. 29 In total numbers 
of military personnel, the Soviet Union has consistently 
outranked the United States in the postwar period 
except during the Vietnam War (see table 3.3). How¬ 
ever, these figures include Soviet forces that perform 
internal security and construction work. 

Some have attempted to measure a country’s military 
power through its share of global military expenditure. 
Such indices, however, are not always reliable. Because 
they measure input rather than output, a country that 
is technologically inefficient may have to spend more to 
get a given result. Another major problem is a lack of 
data on the actual Soviet defense budget. Western in¬ 
telligence agencies estimate dollar and ruble expenses 
on the basis of what they see the Soviets fielding and 
what they think it would cost. But intelligence agencies 
disagree, and others disagree with the intelligence agen¬ 
cies. 50 At best, then, such estimates are only rough 
approximations. 

Other figures show that the Soviets slightly outspent 
the United States in military expenditures in the late 


TABLE 3.3 

Soviet and US. Military Personnel 1963-1987 

1963 1966 1969 1972 1975 1978 1981 1984 1987 


POWER IN THE PAST 


oo 


rsj 


oo 


o 


o _ 
l r\ 


8^ 


vO 

O' 


< 

Q 

U 

< 


(J 

d 



8- 


c 

o 



c 

ts 


E-< 


O OO 


8 1 


8 «? 


S oo 

LT\ L/"\ 


?■ 


8« 

r- rg 

PnJ — 




1 2 

3 2 

O o 
-c £ 


3 —- 
^ T3 £ 
•^3 0 
£ o £ 

•5 < a- 
D 


</5 


2 
o 

CO 

(A 

8 o 
•£ * 

.1 ■£ 

S iS' c 

5 3 8 

.$> o o 
> < a, 

cS 


< 

~o 


c 

I 


s 

~o 


U 

ES 

*3 C5 

1 S 
u JL 

s$ O' 

2 00 
C o' 
c/i — 





The Postwar Balance of Power 


85 


1940s, but that after the Korean War, U.S. expenditure 
exceeded the Soviets’ until 1962. Following the Cuban 
Missile Crisis, the Soviets again outspent the United 
States throughout the 1960s. 51 The recent period is 
more controversial. The U.S. Arms Control and Disar¬ 
mament Agency (ACDA) shows the Soviet Union and 
the United States each with about 30 percent of global 
military expenditure in 1965. The United States surged 
ahead during the Vietnam War to a peak in 1968, but 
then cut its defense budgets in the 1970s when the 
Soviets did not. Thus, the ACDA data suggest an 
American decline from 32 percent of world military 
expenditures in the mid-1960s to 28.4 percent in 1984. 52 
Ruth Sivard argues that since 1972, the Soviets out- 
spent the United States in only one year—1975. She 
estimates American military spending as 35 percent of 
the total in 1972 and 30 percent in 1983, when it was 
slightly larger than the Soviet share.” (See table 3.4.) To 
the extent that such estimates are meaningful, they 
suggest two things: (1) that military bipolarity existed 
(and continues to exist) in more than just nuclear forces, 
and (2) that whatever the American experience was in 
the “hegemonic” 1960s, there is little evidence for U.S. 
decline in the posthegemonic 1980s. 

Another measure of military strength is military tech¬ 
nology. Throughout the postwar era, the United States 
has relied on its advanced technology to counter Soviet 
advantages in absolute numbers. While technology 
grows over time, critical military advantages can be 
derived from maintaining just a few years’ lead over 
other nations. The United States has maintained such 
an advantage. Its organization of an embargo on export 
of advanced technology is an example, as is the Soviet 
Union’s efforts to circumvent the embargo. Annual 


TABLE 3.4 

U.S. and Soviet Shares of World Military Expenditure, 1963-1987 

1963 1966 1969 1972 1975 1978 1981 1984 1987 
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assessments by the U.S. Defense Department (which 
tends to understate American strength in order to plead 
for more resources from Congress) give some idea of the 
large American lead over the Soviet Union in critical 
military technologies (see table 3.5). 

Trends in the various measures of American military 
power resources are quite similar to those shown by the 
various measures of U.S. share of global economic 
resources. The American share of global economic and 
military power resources declined for the first postwar 
quarter century. This decline was closely related to the 
vanishing World War II effect. The pattern of decline 
produces the semantic irony that American decline was 
sharpest during the earlier period of alleged hegemony 
and at best very slight in the period of alleged hege¬ 
monic decline. Indeed, some measures show no decline 
at all in the latter period. 


MYTHS OF AMERICAN HEGEMONY 

We have looked at the postwar period in the United 
States in terms of power resources, but how did it look 
in terms of behavior and outcomes? Many observers 
casually assume a degree of American influence in the 
postwar years that simply did not exist. Further, when 
past hegemony is exaggerated, the present is dimin¬ 
ished and the future is more difficult to understand. As 
the editor of Punch is alleged to have replied to some¬ 
one who complained that his magazine was not as 
funny as it used to be: “It never was.” 

As we saw in chapter 1, the term hegemony often is 
applied to situations of unequal power in which one 
country has a high degree of control over others. When 
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TABLE 3.5 

U.S.-Soviet Balance in Critical Military 
Technologies, 1980 and 1989* 



U.S. 

USSR 

U.S./USSR 

1980: Basic Technologies 

Superior 

Superior 

Equal 

Aerodynamics/fluid dynamics 



X 

Automated control 

X 



Computers 

-X 



Directed energy 



X 

Electro-optical sensors 

X 



Guidance and navigation 

X- 



Hydro-acoustics 

X 



Intelligence sensors 

X 



Manufacturing 

X 



Materials (lightweight and high 




strength) 

X- 



Microelectronic materials and 




integrated circuit manufacture 

-X 



Military instrumentation 

X 



Nonacoustic submarine detection 



X 

Nuclear warheads 



X 

Optics 

X- 



Propulsion (aerospace) 

X- 



Radar sensors 



X 

Signal processing 

X 



Software 

X 



Telecommunications 

X 





U.S. 

USSR 

U.S./USSR 

1989: Basic Technologies 

Superior 

Superior 

Equal 

Microelectronic circuits and their 




fabrication 

X 



Preparation of Gallium Arsenide 




(GaAs) and other compound 




semiconductors 

X 



Software producibility 

X 



Parallel computer architectures 

-X 



Machine intelligence/robotics 

X 



Simulation and modeling 



X 

Integrated optics 

X 



Fiber optics 

X 



Sensitive radars 

, 

X 


Passive sensors 



X 
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TABLE 3.5 (continued) 


1989: Basic Technologies 

U.S. 

Superior 

USSR 

Superior 

U.S./USSR 

Equal 

Automatic target recognition 

X 



Phased arrays 

X 



Data fusion 

X- 



Signature control 

X 



Computational fluid dynamics 

-X 



Air breathing propulsion 

X 



High-power microwaves 



X- 

Pulsed power 

X 



Hypervelocity projectiles 

X 



High-temperature/high-strength/ 




lightweight composite materials 

X- 



Superconductivity 

X 



Biotechnology materials and 




processing 

X 




■'Dashes indicate that the relative technology level is changing significantly in the direction 
indicated. 

Source: U.S. Department of Defense, Critical Technologies Plan for the Committee on 
Armed Services, United States Congress (Washington, D.C.: GPO, 15 Mar. 1989), app. A, 
pp. A1-A94. 

hegemony is used in this way, the type of inequality as 
well as the scope of control must be specified to avoid 
confusion. Our interest here is not with regional spheres 
of influence but with the general type of hegemony that 
is supposed to be related to stability and the danger of 
war. Thus, we need to look at the extent to which the 
United States was able to use its predominant military 
or economic resources to control interstate relations 
during the postwar period. 

One problem with many portraits of America as a 
postwar hegemon is a focus on economic aspects to the 
neglect of military and security dimensions. Robert Cox, 
for example, refers to a hegemonic Pax Americana but 
focuses almost entirely on economic objectives and 
instruments. 34 Similarly, Robert Keohane carefully iden¬ 
tifies hegemony in terms of economic resources but 
treats military power merely as necessary “to protect an 
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international political economy from incursions by hos¬ 
tile powers.” 35 This one-dimensional view has a distort¬ 
ing effect on our understanding of the postwar period— 
it exaggerates American power because it focuses on the 
economic issues in which American power resources 
were greatest. But, as we have seen, the United States 
did not possess hegemonic power resources in the mil¬ 
itary area. 

Bipolarity—the existence of Soviet political-military 
power—severely curtailed overall American power and 
shaped crucial political trade-offs in the early postwar 
period. As one careful study of U.S. efforts to regulate 
its allies’ trade during the Cold War concluded, “Amer¬ 
ica’s commitment to the alliance proved to be an 
important source of leverage for the ostensibly weaker 
West European states. . . . Paradoxically, as the com¬ 
mitment of a hegemonic state to alliance management 
wanes, its influence over alliance affairs may actually 
increase.” 36 In other words, the political context of the 
military balance limited U.S. ability to wield its eco¬ 
nomic power. Richard Cooper notes that during the first 
two decades after the war, there was a “two-track sys¬ 
tem” that kept economic and military issues largely sep¬ 
arated in day-to-day relations between the United States 
and its allies. 37 Economic issues were rarely linked 
explicitly to military ones. But rather than suggesting 
the irrelevance of the military balance for economic 
issues during that period, the two-track system suggests 
its centrality. The United States often subordinated its 
economic interests during the period of the supposed 
Pax Americana because it was concerned about the high 
politics of the global balance and the challenge of Soviet 
power. 

The absence of general hegemony helps to explain 
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the shifts in American bargaining with its allies in the 
early postwar period. In the lend-lease negotiations dur¬ 
ing the war, the United States pressed Britain to de¬ 
colonize and to dismantle preferential tariffs for its 
colonies. In the negotiations at Bretton Woods to estab¬ 
lish new economic institutions at the end of the war, 
the United States successfully pressed for a more tightly 
disciplined International Monetary Fund (IMF) than 
Britain wanted. And in negotiating a loan to Britain in 
1946, the United States took a hard line in pressing for 
convertibility of the British pound. By 1947, however, 
Americans began to perceive not only the economic 
weakness of Europe but also the growing threat of 
Soviet expansion. Containment of Soviet power, the 
Truman Doctrine on aid to Greece and Turkey, and the 
Marshall Plan for European economic recovery were all 
parts of the same new strategy. Subsequently, the 
United States stopped insisting on convertibility; eased 
its pressure on the Dutch, French, and British for de¬ 
colonization and dismantlement of colonial trade pref¬ 
erences; promoted European integration; and accepted 
discrimination against the dollar. In Asia, the United 
States brought Japan into the IMF and the General 
Agreement on Tariffs and Trade (GATT) and provided 
Japan with access to the American market even though 
other countries refused to follow suit. 

There were good economic and security reasons for 
several of these changes, and the United States did not 
always subordinate its short-run economic interests to 
security concerns. A combination of domestic politics 
and “resistance to U.S. liberalism by other countries” 
destroyed the fledgling International Trade Organiza¬ 
tion, and internal divisions helped prevent the establish¬ 
ment of a public international regime to govern oil. 58 In 
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the 1950s, the United States successfully enlarged an 
agricultural exception for itself in the GATT. But while 
there were crosscurrents in the historical stream, it 
would be hard to explain the transition of the United 
States from what Robert Keohane calls a rather tight- 
fisted to a relatively openhanded economic hegemon 
without taking into account that the United States was 
never a military hegemon. 39 

Quite unintentionally, America’s allies benefited from 
Stalin's threat and the balance of military power. While 
the United States would undoubtedly have had to ease 
its pressure on the Europeans for economic reasons, and 
American aid was only one of the factors abetting res¬ 
toration of liberal institutions in Europe, 40 it is unlikely 
that the U.S. Congress or public would have been as 
generous in the international redistribution of economic 
resources were it not for the security threat. 41 As 
Charles Maier has written about Europe, “the over¬ 
whelming difference between 1918 and 1945 was the 
continuing intervention of the United States and the 
Soviet Union in their respective spheres of influence.” 42 
Within its sphere, the United States was far from 
supreme. “Marshall Aid was not . . . important enough 
to give the United States.sufficient leverage to recon¬ 
struct Western Europe according to its own wishes.” 
France and Britain thwarted the development of a 
strong organization for European economic coopera¬ 
tion. Britain refused to join Europe. In 1957, “instead 
of a liberal unified Europe came a closely regulated lit¬ 
tle European common market” with a heavily protected 
agricultural sector. Western Europe successfully rejected 
“the economic framework for interdependence which 
the United States sought to impose on it.” 43 This situ¬ 
ation was a far cry from the usual image of the Amer¬ 
ican hegemon imposing its liberal policies. 
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It was a deliberate American policy objective to 
restore the economic role of its allies in the 1950s, even 
if it was often done on their terms and at the cost of 
discrimination and erosion of U.S. postwar economic 
predominance. By 1958, European recovery had pro¬ 
gressed to the point where the Bretton Woods mone¬ 
tary system, long held in abeyance, could be put into 
practice. But as the world economy returned to a more 
normal configuration, the United States began to feel 
the pinch of its already somewhat diminished position. 
The first sign was President Kennedy's Interest Equal¬ 
ization Tax designed to discourage the export of capital 
from the United States and to alleviate pressure on the 
balance of payments in 1963. Then, as its economic 
preponderance shrank in the mid-1960s, the United 
States began to depart from the two-track arrangements 
of the prior decade and appealed to the security con¬ 
cerns of its allies for relief on economic problems. 
Under President Johnson, 

the United States government not only reminded the West 
Germans that a continued American military presence was 
dependent upon West German support of measures to lessen 
the American balance of payments deficit, West Germany 
was also pressured to increase its military purchases from 
the United States and to avoid competitive arrangements 
with France. 44 

By 1971, with increasing pressure on its balance of pay¬ 
ments, Richard Nixon broke the Bretton Woods 
exchange-rate system that the United States had cre¬ 
ated, instituted an import surcharge, and refused to 
continue to exchange gold for dollars. The issue became 
not whether the United States would impose openness 
on others but whether it would itself remain an open 
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market and absorb the discrimination it had earlier 
accepted. 4 ' 

The end of the gold-exchange standard in 1971 is 
sometimes seen as the end of American hegemony. It 
is certainly a convenient point, though perhaps a bit 
late for dating the end of the period when economic 
hegemony meant relative economic altruism or the 
tendency to sacrifice economic for security objectives in 
the two-track approach. In this sense, 1971 reflected the 
end of the postwar preponderance in economic re¬ 
sources that had allowed the United States to follow an 
altruistic policy without much difficulty. The United 
States had given back many of the benefits that it had 
inadvertently won during World War II, and it began to 
act more normally; that is, less altruistically. But 1971 
did not mean that the world had returned to economic 
multipolarity. The United States still had far more eco¬ 
nomic power resources than any other player. The facts 
that it could change the rules of the game when it felt 
pinched and that other nations chose to hold dollars 
after the gold window was closed indicate that the 
United States still possessed unparalleled economic 
strength. 46 If hegemonic economic behavior is the abil¬ 
ity to change the rules of the international game, then 
1971 did not mark the end of U.S. economic hegem¬ 
ony. If hegemonic economic behavior means forcing 
openness on other states, then the United States did 
not have great hegemony before 1971. What it did have 
in the early postwar period was an unnatural share of 
world product—the World War II effect—which it spent 
to strengthen its allies in an effort to balance Soviet 
power in the military area, where there was clearly no 
hegemony. 

According to hegemonic stability theory, the global 
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economy requires a single predominant power to pro¬ 
vide stability; thus, the end of American economic 
hegemony and the advent of multipolarity should lead 
to increasing economic instability. Political economists 
have wrestled with the implications of the theory. 
Although countries can still choose to cooperate after 
hegemony, 4 the historical premises of the hegemonic 
stability theory are questionable. If full hegemony never 
existed, or if it was weaker than described by political 
economists who focus only on its economic dimensions, 
then the difference after hegemony will not be so great. 
In a study of Cold War trade, Michael Mastanduno 
notes that “in the era of undisputed American hegem¬ 
ony, U.S. officials were not only unable to determine 
alliance policy, but found themselves adjusting to the 
preferences of their allies.” 48 However, if we look at all 
the dimensions of power in the postwar period, we real¬ 
ize that the United States never had full hegemony. 
The actual processes of influence in the early postwar 
period are more readily explained by the existence of a 
military balance of power and perceptions of a Soviet 
threat, which constrained hegemonic behavior based on 
American economic preponderance. 


SUCCESSES AND FAILURES 

As noted earlier, power as a resource is not always read¬ 
ily converted into influence. In terms of behavior, 
though, what happened to U.S. power over the past 
decades? This question is not easy to answer because it 
is often difficult to define or even to identify the causes 
of success in foreign policy. Success depends in part on 
how ambitious a country’s objectives are, on good for- 
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tune, on the actions of others, and on a nation’s own 
efforts. For example, American military assistance, local 
resistance, and Soviet economic problems all helped to 
end the Soviet occupation of Afghanistan in 1989. Sim¬ 
ilarly, although the United States is generally credited 
with the postwar reconstruction of Europe, Charles 
Maier calculates that U.S. assistance contributed only 10 
to 20 percent of European capital formation in the most 
critical years. He believes that Europe would not have 
gone Communist even if the United States had not 
intervened. 49 

As table 3.6 indicates, the early postwar period in the 
United States saw some impressive successes but it was 
also marked by some major failures in military, eco¬ 
nomic, and institutional issues. Of course, the United 
States derived influence from its economic preponder- 

TABLE 3.6 

Several Major U.S. Foreign Policy Efforts, 1945-1960 


Successes 


Failures 


Political/ German and Japanese 
military reintegration; Italian and 


Soviet expansion in East 
Europe; “loss” of China; 
Soviets’ gain A-bomb; 
failure to roll back 
communism in Eastern 
Europe; “loss” of North 
Vietnam; Sputnik; “loss” 
of Cuba 


French elections; Berlin 
Airlift; covert actions in 
Iran and Guatemala; 


troops to Lebanon; Suez 
withdrawal. 


Economic/ Marshall Plan; growth, 
social increase in global trade 


Agricultural trade; economic 
warfare against USSR; 
little dismantlement of 
colonial preferences 


and investment; defeat of 
1956 oil embargo 


Institutions Bretton Woods; GATT; 


International Trade 
Organization; oil regime; 
European Defense 
Community; collapse of 
Baghdad Pact 


OEEC; United Nations; 
NATO 
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ance. It failed to establish regimes for trade or oil, but 
fallbacks to the GATT in trade and private company 
control of oil production and trade were still good for 
American interests. On rare occasions the United States 
used its economic power coercively. For instance, when 
Britain and France invaded Egypt at the time of the 
1956 Suez Crisis, withholding oil supplies and opposing 
an IMF loan to Britain had a decisive effect in accel¬ 
erating their withdrawal. 50 Certainly the United States 
has less financial or international institutional power 
today than it had in 1956. But its period of greatest pre¬ 
ponderance in power resources was not one of unblem¬ 
ished success in exercising political influence. In 
conflicts with Canada, for example, the United States 
did less well in the 1950s and 1960s than it did between 
the two world wars.’ 1 And, as various memoirs attest, 
the world did not feel hegemonic to American leaders 
of the time. 52 


MILITARY INFLUENCE 

A similar pattern emerges when we look at various 
attempts by the United States to influence other coun¬ 
tries by military force. If the postwar period is divided 
into two eras—one of supposed U.S. hegemony (1945- 
1973) and another of supposed U.S. decline (1974— 
1989)—we see that the United States engaged in nine 
efforts at coercive nuclear diplomacy in the earlier 
period and only one in the later era (see table 3.7). 
Attempts to use U.S. nuclear power to influence Soviet 
and Chinese behavior involved speeches, alerts, and 
movements of strategic forces. The United States took 
such actions in conflicts involving threats to its allies 
and those in which conventional forces were deemed 
infeasible.^ 


TABLE 3.7 

American Nuclear Threats, 1945-1989 

1945-1973 1974-1989 
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Success is difficult to ascertain in these cases because 
we do not know what the Soviet Union or China really 
intended to do. Perhaps they were bluffing, or perhaps 
they had no intentions of doing what the United States 
feared. For example, in the cases identified as uncertain 
in table 3.7, neither the Soviet Union nor China gave 
up any announced objectives. In the four cases listed as 
successes, the Soviet Union or China backed away from 
demands that had precipitated or prolonged the con¬ 
flict. 54 However, three of the four successful cases 
involved only minor risk of escalation. Even in the 
Soviet withdrawal of missiles from Cuba in 1962—the 
one major success of the earlier period—the American 
victory was far from clear-cut. The Soviets gained an 
American pledge that increased the security of a Com¬ 
munist regime ninety miles from the United States and 
a secret assurance that the United States would even¬ 
tually remove American missiles from Turkey. The 
United States considered three ways to gain the removal 
of the Soviet missiles—“shoot ’em out with an air strike, 
squeeze ’em out by a naval blockade, or buy ’em out by 
a trade.” While many people attribute the success to 
President Kennedy’s naval blockade, there was more of 
the third option than the public realized at the time. 55 

Although it may be tempting to interpret the decline 
in number of American nuclear threats as an indication 
of decline in American influence, a careful analysis of 
the cases shows that American leaders were ambivalent 
about how much they could rely on their nuclear supe¬ 
riority in the earlier period. As Richard Betts concludes, 
“the arrival of nuclear parity changed the behavior of 
leaders less than is often assumed.” In particular, he 
notes that the implicit nuclear threats associated with 
President Carter’s 1980 pledge to protect the Persian 
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Gulf after the Soviet invasion of Afghanistan undercuts 
the view that parity ended American efforts to manip¬ 
ulate nuclear risk. American efforts to use nuclear influ¬ 
ence was affected more by the balance of interests (that 
is, which side had the higher stakes in the status quo) 
than by the nuclear balance of power. 56 The decline in 
the number of U.S. nuclear threats is striking, but it 
says more about Soviet policies and nuclear learning in 
both countries than it does about a decline in American 
power. 

Another form of military power is interventions. The 
incidence of major cases of military intervention in the 
two periods remains roughly constant (see table 3.8). On 
average, there was about one every seven or eight years. 
Some analysts argue that military interventions occur 
when a hegemon is weakening or drawing inward. If 
this is true, then the the unchanged incidence of U.S. 
military intervention suggests no decline. But to count 
the successes and failures of military interventions with 
conventional forces in the two periods is meaningless. 
The Vietnam failure during the supposed hegemonic 
era outweighs all the rest. Moreover, some observers 
consider the Korean War a stalemate and President 


TABLE 3.8 

Major American Military Interventions, 
1945-1989 


1945-1973 


1974-1989 

Success 

Failure 

Success 

Failure 

Korea 

Lebanon 

Dominican Republic 

Vietnam 

Grenada 

Lebanon 


Source: Herbert K. Tillema, Appeal to Force: American Military 
Intenention in the Era of Containment (New York: Crowell, 1973), 
chap. 2. 
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Eisenhower's sending of marines to Lebanon in 1958 an 
insignificant event. In the later period, President 
Reagan's successful use of troops to change the situa¬ 
tion in Grenada in 1983 involved an exceedingly weak 
state whose government was in turmoil. Although the 
number of incidents per year remains the same, the 
scope of American ambitions was smaller in the later 
era. There were no more efforts like Vietnam, or even 
like President Johnson's sending 25,000 troops to 
the Dominican Republic in 1965. Despite the hostility 
of the Reagan administration toward the Sandinista 
government in Nicaragua, the American government 
stopped short of full-scale military intervention. The 
reduced number of large-scale interventions reflects the 
rising costs of major intervention that affected all great 
powers. 

However, it is important not to overestimate the 
extent of American military intervention in the period 
of supposed Pax Americana . The United States inter¬ 
vened far more often as the regional hegemon of the 
Caribbean before World War II. The conventional wis¬ 
dom describes the postwar era as one in which the 
United States played global police officer, and it is true 
that there were four military interventions. But just as 
interesting are the number of times when the United 
States did not intervene even when serious stakes were 
at risk. Herbert Tillema identifies 149 such cases (see 
table 3.9). 57 

As Sherlock Holmes observed, there is much to be 
learned from dogs that do not bark. Tillema's data show 
that American efforts to produce favorable outcomes by 
major military intervention were surprisingly rare in the 
period of so-called U.S. hegemony. Of course, great 
powers have other means of influence in addition to 
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TABLE 3.9 

Cases of American Military Nonintervention, 1945-1972 


Type 

Number 

Examples 

Communist threat to country 

31 

China (1946-1949); Greece 

of special interest 


(1946-1949); Philippines 
(1945-1954); Cuba (1956- 
1959) 

Communist threat to other 

13 

Algeria (1954-1962); Indonesia 

country 


(1958-1962); Cyprus (1963- 
1964) 

Communist threat to region 

35 

Burma (1948-1958); Indochina 
(1954); Congo (1960-1964); 
Laos (1959-1962) 

Conflict on Communist 

8 

Trieste (1946-1953); Tibet 

border 


(1949-1951) 

Conflict in Communist state 

9 

Hungary (1956); Czechoslovakia 
(1968); Cuba (1961) 

Possible peacekeeping 

53 

Palestine (1946-1949); India- 
Pakistan (1965); Nigeria 
(1966-1969) 

Total 

149 



Source: Herbert K. Tillema, Appeal to Force: American Military Intervention in the Era 
of Containment (New York: Crowell, 1973), chap. 5. 


military force. In some cases, the United States did not 
intervene militarily because it could obtain favorable 
outcomes by less costly means such as covert action. In 
other instances, it may have held back because of 
domestic moral and political constraints. But in many 
important cases, the United States did not intervene 
because of external constraints on American power. As 
Tillema concludes, “neither extraordinary significance of 
a threatened nation (as China), nor failure of a covert 
operation (as in Cuba in 1961), nor humanitarian 
appeals for intervention to restore peace (as in the 
Nigerian Civil War of 1966-69) [has] been sufficient to 
induce American leaders to use military force when a 
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restraint acted on it.” 58 If this is a description of mili¬ 
tary hegemony or Pax Americana, the term means far 
less than is suggested by the theories of hegemonic 
transition surveyed in chapter 1. 

Other ways to wield military influence without overt 
intervention include the long-standing practice of open 
or covert support of proxy military forces. Although it 
is difficult to be certain of the full list of efforts to exer¬ 
cise influence by covert support of proxy forces, table 
3.10 lists the major cases that have come to light. 

In major publicly known cases, there appears to be no 
great difference in the incidence or success of covert 
support for proxy forces in the two periods. In addition, 
some observers believe that lesser forms of covert inter¬ 
vention in other countries’ political processes have 
diminished as a result of greater publicity at home and 
congressional oversight. It is impossible, however, to be 
either precise or certain about such covert political 
actions. 59 

Another way of wielding military influence is aptly 
called “force without war”—the use of armed forces to 
send political signals rather than for military purposes. 
Barry Blechman and Stephen Kaplan identify 215 inci- 

TABLE 3.10 


Cases of Covert Support of Proxy Military Forces, 1 945- J 989 


1945- 

-1973 


1974-1989 


Success 

Failure 

Success 

Failure 

Uncertain 

Iran (1953) 
Guatemala 
(1954) 

Indonesia 

(1958) 

Cuba (1961) 

Afghanistan 
(1980-) 
Angola 
(1981 -) 

Nicaragua 

(1981-) 

Cambodia 

(1984-) 


Source: John Prados, Presidents’ Secret Wars : CIA and Pentagon Covert Operations Since 
World War II (New York: William Morrow, 1986); Gregory F. Trevcrton, Covert Action: 
The Limits of Intervention in the Postwar World (New York: Basic Books, 1987). 
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dents between 1946 and 1975 when the United States 
used this type of military influence. Nearly half the 
cases involved only movement of naval forces, while 
others involved the alerting or movement of ground or 
air units as well. Blechman and Kaplan argue that these 
maneuvers contributed to favorable outcomes in three- 
fourths of the cases in the first six months after an 
action was taken, but that the effects diminished after 
three years, when the proportion of sustained favorable 
outcomes dropped to less than half. Two-thirds of the 
efforts to use such maneuvers to deter or to assure 
another country were successful in the long term, but 
only a fifth of American efforts to compel changes in 
other countries’ behavior had positive outcomes. 60 In 
other words, even during the period of alleged Pax 
Americana, U.S. efforts to use military threats to com¬ 
pel or induce other nations to change their behavior 
failed four-fifths of the time. 

Blechman and Kaplan’s data do not allow a compar¬ 
ison of the two periods of supposed U.S. hegemony and 
decline. At best, there is anecdotal evidence, such as 
American naval actions off the coast of Libya, that indi¬ 
cates successful efforts to use force without war in the 
1980s. One of their findings, however, is particularly 
interesting as it relates to how the bipolar balance of 
power prevented a general American hegemony in the 
postwar period. The United States was more successful 
in situations where the Soviet Union was not a partic¬ 
ipant and less successful in situations with a greater 
degree of Soviet involvement: “Soviet willingness to use 
or to threaten force was associated with proportionally 
fewer positive outcomes.” 61 Thus, in terms of deriving 
political influence from its military forces, outside the 
Western Hemisphere, American power was not hege¬ 
monic but was balanced by Soviet military power. 
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ECONOMIC SANCTIONS 

Another glimpse at the behavioral record of Ameri¬ 
can power is provided by efforts to apply economic 
sanctions. Threats to withdraw customary trade or 
financial relations are as old as diplomatic history. Gary 
Hufbauer and Jeffrey Schott examined 103 cases of eco¬ 
nomic sanctions between 1914 and 1984. Contrary to 
the conventional wisdom that economic sanctions never 
work, they found that in a little over a third of the 
cases, economic sanctions made at least a modest con¬ 
tribution to realizing a foreign policy goal. 62 

The success and failure rates of U.S. and non-U.S. 
efforts to influence other states by economic sanctions 
in the two eras of supposed American hegemony and 
decline are given in table 3.11. At first glance, there are 
significant differences between the two periods. The 
United States did more than twice as well in the earlier 
period, while the success rate of other countries 
remained roughly the same over the two periods. How¬ 
ever, the United States tried sanctions more often in 
the later period, which suggests that the diminished 
success rate may not be due to a decline in power but 
instead to an increase in ambitions. 

Several additional points become clear from a close 
analysis. First, even during its supposed hegemony, the 
United States was not successful in its six efforts to 
bring about major changes or to impair the military 
effectiveness of other nations. The three rare cases of 
success at inducing major changes were by nonhege- 
monic countries. On the other hand, the United States 
was clearly more successful in destabilization and dis¬ 
rupting other countries’ military actions in the earlier 
than in the later period. The most dramatic fall in the 
U.S. success rate came when it sought modest policy 
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changes by other countries. Most of these modest 
changes reflected the new and more ambitious U.S. pol¬ 
icy agenda of the 1970s: twenty of the twenty-four cases 
related to human rights or nonproliferation, whereas 
there were only two and a half such cases in the earlier 
period. Moreover, the greater success rate of other 
countries in the later period was similarly related to 
lower ambitions, since they made only four attempts to 
use economic sanctions to influence other countries on 
proliferation and human rights issues. 

The differences between the early and later periods 
in table 3.11 tell as much about the ambitious new 
human rights agenda of President Carter as they do 
about diminished power to impose sanctions. In the 
later period, the United States failed more, but the 
United States tried more often, particularly on the new 
global issues. The data are more consistent with a 
hypothesis of power diffusion related to a new agenda 
of world politics, which we will discuss in chapter 6, 
than with a theory of hegemonic decline of a United 
States pressed by rising challengers. 


BALANCE OF POWER IN THE 1990S 

According to theories of hegemonic transition and 
imperial overstretch, a great power becomes exhausted 
through the protection of its far-flung interests. Inter¬ 
national commitments sap its strength at home, while 
rising challengers profit from the public order, global 
economic growth, and diffusion of the hegemon’s tech¬ 
nology. Eventually, the hegemon is replaced by a rising 
challenger which may be a military opponent or one of 
its former allies. However, such theories, and the gen- 
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eral historical analogies that accompany them, do not 
provide an accurate picture of the situation the United 
States faces at the end of the twentieth century. 

The influence derived from American preponderance 
in the early postwar years tends to be overrated by the¬ 
orists of power transition. In terms of resources or 
behavior, American power is clearly not what it was in 
the 1950s, but the decline is exaggerated by compari¬ 
sons with a mythical Pax Americana of the past. The 
United States never enjoyed a general hegemony after 
the war, so hegemony can be neither lost nor regained 
in the future. Looking ahead, Soviet military power will 
persist on the basis of past investments. Even if reform 
fails to stem Soviet economic decline, Soviet military 
power will exercise some constraints on American 
actions. As we will see in chapter 6, major restraints will 
also arise from the development of transnational inter¬ 
dependence and the diffusion of power. Such changes 
are not captured by historical analogies about the rise 
and fall of hegemons and challengers. 

However, as table 3.12 shows, the United States 
remains predominant in traditional power resources at 
the end of the 1980s. Currently, there are three major 
states in terms of the basic resources of territory and 
population—China, the Soviet Union, and the United 
States—but China’s level of development and low per- 
capita income mean that it has a long way to go to 
activate the potential power implicit in these basic 
resources. In terms of military power, the world of the 
1990s remains highly bipolar in nuclear arsenals, overall 
military spending, and the capability of transporting 
large military forces to distant areas. Space shows the 
same bipolar pattern, but some might see an American 
preeminence. 63 Nearly half of the commercial satellites 
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in space are American. The next largest number belongs 
to Intelsat, an international organization that is strongly 
influenced by the United States. If, as some observers 
believe, “the effective control of space by one state 
would lead to planet-wide hegemony/’ the American 
lead in space resources is significant. 64 

The distribution of economic power resources shows 
a more complex pattern. It involves two major states, 
the United States and Japan, and Europe to the extent 
that the European Community can act as one entity. 
The most notable feature of the economic distribution 
is the rise of Japan. Based on the high value of the yen 
at official exchange rates, Japan has surpassed the Soviet 
Union as the world’s second largest economy. The offi¬ 
cial exchange rate also makes Japan appear wealthier on 
a per-capita basis than the United States. When 
exchange rates are corrected to reflect the purchasing 
power of currencies in different societies, Japanese per- 
capita income is about 80 percent of the United States 
level and 94 percent of the German level. Japan has 
surpassed France and Britain. 65 In terms of technologi¬ 
cal resources, the United States, Japan, and Europe play 
the major roles. Soviet investment in science and tech¬ 
nology remains high, but its low share of high-tech 
exports indicates important lags. 

These measurable dimensions of the current distri¬ 
bution of power clearly show that only one country 
ranks above the others on all four dimensions—the 
United States. Japan and Europe are not in the top rank 
in basic and military resources; China is not in the top 
rank in economic and technological power resources; 
and the Soviet Union is a dubious contender in tech¬ 
nological resources. 

However, there are other important dimensions of 
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power resources that are more intangible and difficult 
to measure. If a country’s culture is attractive, others 
may voluntarily assimilate its values and preferences. 
They may also unintentionally provide it with resources. 
For example, the United States benefits from the use of 
the English language, its prominence in science and the 
arts, and its relative openness to foreigners, evidenced 
by the number of foreign students trained in the United 
States (some 340,000 in 1987), the inflow of capital 
seeking a safe haven, and the more than half a million 
legal immigrants who enter each year. 66 International 
institutions and norms are another potential source of 
power, to the extent that they structure other coun¬ 
tries’ preferences in a manner that accords with that of 
the dominant power. The United States participates in 
a large number of international institutions, whose rules 
and norms in many cases reinforce the liberal views of 
the United States. In some, like the Bretton Woods 
institutions, the United States still maintains a large 
enough voting share to give it a veto. In the United 
Nations Security Council, the veto is formally pre¬ 
scribed. Its more frequent use in recent years suggests 
that the United States has less ability to assume that the 
preferences of other nations in the institution will 
accord with its preferences. Nonetheless, the institution 
frequently serves American purposes, and the veto pro¬ 
vides protection when it does not. 

Alliances are yet another critical institutional resource. 
When the measurable power resources of the United 
States, Western Europe, and Japan are aggregated, the 
military strength of the Soviet Union (and its allies) 
is effectively countered. 6. To the extent that alliances 
continue to provide forward defense of American fron¬ 
tiers and increase deterrence through the aggregation of 
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military and economic resources, they are an important 
source of power. The unequal shape of the Western 
alliance means that the United States benefits from its 
position as the hub of alliance diplomacy. 

Although the various power resources of the United 
States give it preponderance at the beginning of the 
1990s, this does not mean the distribution of power will 
continue in America’s favor. As we saw at the end of 
chapter 2 (and will discuss in more detail in chapter 7), 
there are trends in the American economy and society 
that could diminish its power resources if left uncor¬ 
rected. But even if such trends are not reversed, it is 
important to remember that power is relative. We can¬ 
not understand the implications for America’s position 
in the balance of power at the turn of the century until 
we look at what is happening to the other major coun¬ 
tries. 
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Communist 
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The United States is undoubtably more powerful at the 
end of the twentieth century than Britain was at the 
close of the nineteenth century. Because power is 
relative, however, the future American position will de¬ 
pend in part on what is happening to potential major 
challengers. In terms of basic resources and industrial 
development, there are four potential challengers, two 
Communist and two capitalist: the Soviet Union, China, 
the European Community, and Japan. We look at the 
Communist challengers in this chapter and the capital¬ 
ist challengers in chapter 5. 


THE SOVIET UNION 

As shown in chapter 3, the Soviet Union posed the 
largest challenge to the United States in the postwar 
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period. In basic resources, the Soviet Union has the 
world’s largest territory and third largest population. It 
is rich in natural resources, including gold and strategic 
materials, and produces more oil and gas than Saudi 
Arabia. The Soviets possess nearly half the world’s 
nuclear weapons and rank first in number of military 
personnel. Throughout much of the postwar period, the 
Soviet Union has had the world’s second largest econ¬ 
omy and industrial production. Its investment in sci¬ 
entific research and development grew by nearly 8 
percent per year in the 1960s. By the end of that dec¬ 
ade, the Soviet research and development community 
was the largest in the world in number of personnel. 1 

In the 1950s, many people in the West feared that 
the Soviet Union would surpass the United States as 
the world’s leading power. When Nikita Khrushchev 
visited the United States in 1959, he boasted that the 
Soviet Union would overtake the United States by 1970 
or 1980 at the latest. Such expectations were written 
into the 1960 program of the Soviet Communist party 
and were not removed until 1985. As late as 1976, Leo¬ 
nid Brezhnev told the president of France that com¬ 
munism would dominate the world by 1995. 2 

Soviet leaders used the Marxist term correlation of 
forces to refer to military balance as well as to a general 
sense of how overall social forces were evolving. It was 
a vague concept that allowed for a great deal of subjec¬ 
tive interpretation, and involved a substantial amount 
of wishful thinking. In the 1950s, however, there were 
reasons for the Soviets to believe that the correlation of 
forces was moving strongly in their favor. Communist 
ideology and transnational organization had been 
strengthened in the West by the prestige gained in 
resisting Hitler. In France and Italy, upwards of a 
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quarter to a third of the electorate voted Communist. 
In the Third World, communism was associated with 
the popular movement toward decolonization. The 
myth of inevitability was strong. The Sino-Soviet split 
did not openly fracture the movement until the 1960s. 3 

These ideological and organizational sources of power 
were bolstered by the performance of the Soviet econ¬ 
omy, which was growing at nearly 6 percent per year 
when Khrushchev made his boast. In addition, the 
heavy Soviet investment in science and technology paid 
off in 1957, when the Soviet Union became the first 
nation to launch a satellite into space. Soviet scientists 
broke the American monopoly on the atomic bomb by 
1949, much more quickly than many in the West 
expected. They exploded a hydrogen bomb in 1953, 
only one year after the United States and years be¬ 
fore Britain and France tested their first thermonuclear 
weapons. 

The Soviets hid the fact that they experienced diffi¬ 
culty building an effective intercontinental ballistic mis¬ 
sile. (They apparently had only twenty operational 
ICBMs at the time of the Cuban Missile Crisis late in 
1962.) 4 But from the launching of Sputnik until 1961, 
many in the West believed that the United States 
lagged behind the Soviets in what was called a missile 
gap. In 1960, Khrushchev cut back on conventional 
forces and launched an ambitious fifteen-year strategic 
nuclear program. Like Eisenhower before him, Khrush¬ 
chev was trying to get more bang for the ruble.’ After 
Khrushchev was overthrown in 1964, his successors 
continued his nuclear build-up but reversed his conven¬ 
tional cutback. Leonid Brezhnev inherited a Soviet mil¬ 
itary with approximately 3.3 million men in 140 
divisions (26 foreign-deployed), but bequeathed to his 
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successors 5.5 million men in 208 divisions, including 40 
stationed outside the Soviet Union. 6 In addition, Brezh¬ 
nev began a major naval build-up. By the 1970s, the 
Soviet Union was able to support wars of national lib¬ 
eration in distant areas. This was a striking contrast to 
its inability to come to the aid of its clients during the 
Congo crisis in the early 1960s. 

As the United States drew inward after the defeat in 
Vietnam, the Soviets and their Cuban allies became 
involved in several African conflicts. Moreover, a num¬ 
ber of radical regimes came to power in developing 
countries and proclaimed their sympathies for the 
Soviet Union. During the 1970s, the Soviet Union 
nearly tripled its spending on its East European empire 
and extended its support to Third World allies. The 
costs of empire rose from 1 to nearly 3 percent of 
Soviet GNP. Thus, to many in the West, ddtente and 
the arms control treaties of the 1970s were merely tac¬ 
tics to disguise rising Soviet power. Shortly after the 
1979 Soviet invasion of Afghanistan, the 1980 American 
election focused on the issue of rising Soviet power, and 
President Reagan proclaimed that the Soviets had mil¬ 
itary superiority. 

INDICATIONS OF SOVIET DECLINE 

Ironically, just as Western fears of rising Soviet power 
reached a renewed peak that echoed the 1950s, the ero¬ 
sion of the underlying structure of Soviet strength 
began to become apparent to some Soviet intellectuals. 
The secretiveness of the Soviet political system, its lack 
of effective methods for routine replacement of leaders, 
and the succession of three dying leaders in the early 
1980s prevented the Soviet government from openly 
acknowledging its problems until Mikhail Gorbachev 
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came to power in 1985. At that time, the Communist 
party declared the country to be in a “pre-crisis” stage. 
“By that time,” wrote Politburo member Alexander 
Yakovlev, “it had become perfectly clear that the coun¬ 
try was in a state of long-lasting and potentially danger¬ 
ous stagnation.” 8 Since then, the realities and dangers 
of Soviet decline have been openly discussed. In 1987, 
Foreign Minister Eduard Shevardnadze warned officials 
of his ministry that “beyond the borders of the Soviet 
Union, you and I represent a great country that in the 
last 15 years has been more and more losing its position 
as one of the leading industrially developed nations.” 9 

Soviet industrialization during the 1930s had been 
impressive. At 20 percent per year, the Soviet Union 
had the world’s highest growth rates of industrial pro¬ 
duction. Rapid growth continued in the postwar period 
with annual rates of growth in GNP ranging between 5 
and 6 percent in the first two decades. The Soviet share 
of world GNP increased from 11 percent in 1950 to 12.3 
percent in 1970 (see figure 4.1). After 1970, however, 
Soviet economic growth began to slow to a rate of 3.7 
percent per annum at the beginning and 2.7 percent in 
the second half of the decade. 10 The Soviet share of 
world product declined from 12.3 to 11.3 percent. In the 
1980s, official figures credit the Soviet Union with an 
economic growth of about 2 percent a year, but there 
is considerable dispute about what such numbers mean. 
One problem is the padding of official statistics in the 
closed Soviet political system. According to Soviet 
sources, industrial production has been inflated by up 
to 3 percent a year. 11 Abel Aganbegyan, a Gorbachev 
advisor, argues that there was zero growth from 1980 to 
1985. 12 Even more fundamental is the qualitative 
rather than quantitative nature of Soviet economic 
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FIGURE 4.1 

Soviet Share of World Product , 1950-1980 



Source: Herbert Block, The Planetary Product in 1980: A Creative Pause? (Washington, 
D.C.: U.S. Department of State, Bureau of Public Affairs, 1981), pp. 76-77. 


growth. If, for example, the Soviet central plan pro¬ 
duced billions of left shoes but no right shoes, that fig¬ 
ure would show up as an increase in national product 
even though the single left shoes were worthless. The 
Soviet problem is not quantity but quality of growth. 

Stalin’s growth model was based on central planning, 
which made quantity rather than profits the main cri¬ 
terion of a manager’s success. Prices were set by plan¬ 
ners rather than by markets. The Stalinist economy was 
successful in mastering relatively unsophisticated tech¬ 
nologies and producing basic goods on a massive scale. 
It was effective in extracting capital from the agricul- 
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tural sector in the 1930s and using it to build heavy 
industry. It was also effective in postwar reconstruction 
when labor was plentiful. However, with a diminishing 
birthrate and scarce capital, Stalin's model of central 
planning became less successful. 1 ’ 

The biggest problem, however, is that Soviet central 
planners lack the flexibility to keep up with the quick¬ 
ened pace of technological change in today's informa¬ 
tion-based economy. They have not come to terms with 
the third industrial revolution discussed in the intro¬ 
ductory chapter. According to Marshall Goldman, “Sta¬ 
lin’s growth model eventually became a fetter rather 
than a facilitator.” 14 As computers and microchips 
become not merely tools of production but embedded 
in products, the life cycles of products shorten. Many 
products become obsolete in only a few years, even 
though the planning system may take much longer to 
react and may continue toward obsolete goals. The 
Soviet bureaucracy has been far less flexible than mar¬ 
kets in responding to rapid change, and for years “the 
very word ‘market’ was practically forbidden.” 15 

Stalin’s political legacy was yet another hindrance 
to the Soviet Union. An information-based economy 
requires broadly shared and freely flowing information 
to reap maximum gains. Horizontal communication 
among computers becomes more important than top- 
down vertical communication. But horizontal commu¬ 
nication involves political risks, in that computers can 
become the equivalent of printing presses. Moreover, 
telephones can multiply these risks by providing instant 
communication among computers. Thus, Soviet leaders 
were reluctant to foster the widespread and free use of 
personal computers for political reasons. Two simple 
statistics demonstrate the Soviet disadvantage in the 
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expanding information economy of the 1980s: by the 
middle of the decade, there were only 50,000 personal 
computers in the Soviet Union (compared to 30 million 
in the United States) and only 23 percent of urban and 
7 percent of rural homes had telephones. 16 Although 
this situation made political control easier, it had di¬ 
sastrous economic effects. In the mid-1980s, the Soviets 
failed to produce a personal computer on a large scale. 
At the end of the decade, Soviet officials admitted that 
their computer technology lagged seven to ten years 
behind the West. Further, lack of freedom for hackers 
and other informal innovators severely handicapped the 
development of software. As one Western specialist 
observes, the Soviets paid a heavy price for central con¬ 
trol. 17 

As a result, Soviet industry is not competitive glob¬ 
ally. In the view of Soviet economist Nikolai Schmelov, 
only 7 to 8 percent of Soviet manufacturing meets 
world standards. 18 Prime Minister Nikolai Ryzhkov 
revealed that only 29 percent of Soviet machine tools 
met global standards. 19 In 1988, the chair of the Soviet 
State Economic Commission lamented the nation’s ina¬ 
bility to exceed 4 percent of world trade: “in this 
sphere, we have been unable to become a big foreign 
trade power.” 20 In foreign trade, the Soviet export pat¬ 
tern is similar to that of a developing country, with one 
raw material—oil—accounting for about 60 percent of 
hard currency earnings. 21 

Soviet science has also slipped. The massive invest¬ 
ments of the 1960s tapered off in the late 1970s. 
Despite larger numbers of Soviet researchers, studies by 
the U.S. National Academy of Science judged Ameri¬ 
can science and technology to be superior, although 
they found the Soviets strong in fundamental fields of 
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physics and mathematics and some applied fields such 
as metallurgy. But in areas such as biotechnology, Soviet 
biology was set back until 1965 by the government’s 
support for the crackpot theories of Stalin’s favorite 
biologist, Trofim Lysenko. From 1970 to 1980, the num¬ 
ber of Soviet biologists dropped from 4 to 3.6 percent 
of total scientific research personnel, compared to 18 
percent in the United States. 22 Moreover, the emigra¬ 
tion of key Soviet scientists has hurt many fields. 25 One 
careful study of the citations of scientific works has 
found that the influence of Soviet science diminished 
in the 1980s. 24 

The Soviet lag in science and technology has not 
applied as much to space and some military efforts. 
These two areas are privileged by the central planning 
system, and have a top priority claim on scarce 
resources. Yet in an age of “smart weapons” that incor¬ 
porate microchips and sensors, military technology 
increasingly depends on an advanced civilian electronics 
sector. Further, the military priority has added to the 
problems of the Soviet economy. Until 1989, the Soviet 
defense budget remained a secret, and there were con¬ 
siderable difficulties in estimating the burden of defense. 
But by any measure, the concept of imperial over¬ 
stretch applies to the Soviet Union. Even after Gor¬ 
bachev announced a figure equivalent to 9 percent of 
Soviet GNP, Western experts argued that the full costs 
of Soviet defense were higher. Not only were military 
space costs not included, but more important, the offi¬ 
cial budget was based on the subsidized rather than 
realistic prices that the military paid for inputs. Most 
estimates of Soviet defense and foreign affairs expen¬ 
ditures range from 12 to 20 percent or more of GNP. 
Whichever is the real number, it is still two to three 
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times the burden of defense on the American and 
Chinese economies and ten to fifteen times that on the 
Japanese economy. In June 1989, Prime Minister Ryzh¬ 
kov announced a plan to reduce the share of national 
income devoted to defense by one-third to one-half by 
1995. 25 

Results of the large Soviet defense burden include a 
deficit of about 10 percent of the government budget 
(more than three times the U.S. level) and hidden infla¬ 
tion over 8 percent in 1989. A Soviet economist argues 
that the true deficit figure was even higher. 26 The pres¬ 
sures of the military budget may also account in part 
for the shocking decline in Soviet health standards in 
the 1970s. The share of health services in the Soviet 
budget fell between 1965 and 1978. In a situation 
unique among developed countries, average adult life 
expectancy in the Soviet Union declined rather than 
increased. In 1960, life expectancy at age 1 was the 
same in the Soviet Union as in Western Europe, 71.4 
years. By 1980, Western European life expectancy had 
risen to 73.7 but the Soviet figure had fallen to 69.3. 27 
Similarly, infant mortality rates, which had declined for 
fifty years after the revolution, began to rise again after 
1971. In 1974, embarrassed by the statistics, the Soviet 
government stopped publishing the figures until the 
Gorbachev era. At that time, the Soviet infant mortality 
rate stood at 26 per 1,000, compared to 50 for China, 
10.6 for the United States, and 6 for Japan. 28 

Agreeing on a net assessment of the current Soviet 
economy is not easy because of measurement problems 
and political interests. Scholars argue that American intel¬ 
ligence estimates are too optimistic about the Soviet 
economy and place too much trust in Soviet official fig¬ 
ures. 29 For example, Nicholas Eberstadt contends that 
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the Soviet economy in the mid-1980s was closer to one- 
third rather than one-half the size of the U.S. economy 
and that Soviet per-capita output was a quarter of the 
American level. 30 Swedish economist Anders Aslund 
argues that “to anyone who has lived in the Soviet Union, 
it is clear that it is a reasonably well developed Third 
World country, calling to mind Argentina, Mexico or Por¬ 
tugal in terms of infant mortality, life expectancy, agri¬ 
cultural employment, consumption and other non¬ 
military indicators of economic development.” 31 Henry 
Rowen and Vladimir Treml warn that unless there is dras¬ 
tic reform in the Soviet system, “the country is fated to 
remain economically backward—behind by about a gen¬ 
eration (25 to 30 years)—relative to the West. Although 
such a lag certainly doesn’t exist for the military sector 
today, over time its ability to compete militarily will be 
in jeopardy.” 32 Lest these Western sources sound too 
biased, it is worth noting the testimony of Soviet leaders. 
In 1986, Mikhail Gorbachev described the Soviet econ¬ 
omy as “very disordered. We lag in all indices.” 33 Gor¬ 
bachev’s advisor Abel Aganbegyan believes “we have 
underestimated the depth of the abyss of stagnation out 
of which we are now climbing and have underestimated 
the forces of inertia.” 34 Even the special Communist party 
conference resolution of July 1988 warned that Soviet 
“scientific and technological progress is yet slow, and the 
plans for increasing the national income and resource¬ 
saving are not fulfilled.” 35 Most alarming was Nikolai 
Shmelov’s prediction, made to the Congress of People’s 
Deputies in 1989, that without draconian reforms “we 
might well have an economic crash within two or three 
years.” 30 Privately, a number of Soviets admit that unless 
their reforms are successful, the Soviet Union will not 
remain a leading power in the twenty-first century. 
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PROSPECTS FOR THE FUTURE 

What are the prospects for reform in the Soviet Union? 
When Gorbachev first came to power in 1985, he fol¬ 
lowed the footsteps of his mentor Yuri Andropov and 
achieved some gains in production by stressing greater 
discipline within the existing structure. But Gorbachev 
soon realized that greater decentralization and restruc¬ 
turing was necessary. However, the entrenched bureau¬ 
crats did not want their power reduced. The head of 
GOSPLAN, the state planning agency, commented at a 
1983 press conference, “under the circumstances, why 
switch?” 3 ' In order to bypass the bureaucracy, Gorbachev 
turned to the media and gave intellectuals greater free¬ 
dom to dramatize and discuss the need for Soviet reform. 
He also encouraged greater pluralism in the party and in 
government institutions. 38 In 1989, the Soviet Union held 
its first meaningful parliamentary elections in seventy 
years. But the steps toward economic decentralization 
and market prices have gone only part way, and the So¬ 
viet leadership has been caught in critical dilemmas. The 
newly elected parliament expressed widespread com¬ 
plaints about the failure of economic reform. Gorba¬ 
chev’s policy of glasnost had greatly outpaced the prog¬ 
ress of perestroika. 

Price reform is necessary for markets to play a guid¬ 
ing role in economic change, but such reforms in the 
Soviet Union might double or triple the cost of living 
and undercut support for Gorbachev’s policy. Con¬ 
sumer subsidies already cost the Soviet government 
some $126 billion per year. 39 There remains an ideolog¬ 
ical reluctance to permit the visible inequalities of 
income that go with private entrepreneurship as well as 
a political reluctance to give enterprise managers signif¬ 
icant autonomy from central control. The Soviet lead- 
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ership tried to steer through these dilemmas with 
halfway measures, but some intellectuals realized that 
halfway reforms would not solve their problems. A wry 
joke that circulated in Moscow during the late 1980s 
told of Soviet planners trying to decide if they should 
restructure their traffic patterns according to the more 
efficient practices of the West. Unable to decide 
whether to use the American pattern of driving on the 
right side or the Japanese pattern of driving on the left 
side, they decide to try a little of each. 

Access to Western capital and technology could help 
to alleviate these Soviet dilemmas, but it cannot resolve 
them. The Soviet ability to absorb imported technology 
in the civilian sector has been mixed and often disap¬ 
pointing, 40 and such imports do not touch the basic 
Soviet problem of adapting an overcentralized system 
to an information-based economy. The prospects for the 
success of Gorbachev’s reforms remain highly uncer¬ 
tain. 

What do these problems imply for the future of 
Soviet power? As it approaches the end of the twen¬ 
tieth century, the Soviet Union has become a one¬ 
dimensional power. Soviet military strength will remain 
formidable in both nuclear and conventional terms, like 
a glacier that keeps moving long after the snows have 
stopped falling. Ed Hewett of The Brookings Institution 
warns against an exaggeration of Soviet decline: “The 
USSR will enter the next century . . . about as pros¬ 
perous and as great as it is now. The important issue 
. . . will be the direction of change and its momen¬ 
tum.” 41 Nonetheless, without economic reform, the 
Soviet military will begin to lose its technological capa¬ 
bility. Marshal Ogarkov, then chief of the Soviet Gen¬ 
eral Staff, pointed out in 1984 that new technologies are 
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leading to smart weapons in an electronic battlefield. 42 
Without an advanced scientific and industrial sector, the 
Soviet military would find it hard to keep up. President 
Reagan’s Strategic Defense Initiative proposal accen¬ 
tuated these concerns. Soviet leaders did not believe 
that the United States would be able to build a perfect 
“astrodome” defense but that Reagan’s program would 
widen the gap between the two countries in the fields 
of advanced sensors and data processing as they apply 
to a wide range of weapons. 

In addition to current economic and future military 
problems, the Soviets must resolve the question of 
social cohesion and nationalism. Unlike the United 
States, China, or Japan, where nationalism reinforces 
social cohesion, the Soviet Union (like the European 
Community) experiences nationalism as a corrosive 
force. While glasnost has not created the nationalities 
problem, it has given new leeway for its expression. 43 
Further, Alexander Motyl argues that the decentraliza¬ 
tion that is necessary for the Soviet economy exacer¬ 
bates the problem because it drives local leaders to 
“objective nationalist behavior. . . . Unless [Gorbachev] 
is willing to preside over the system’s disintegration, 
recentralization of some kind will be inevitable.” 44 

Whether this pessimistic prediction is correct or not, 
Russians make up roughly half of the Soviet population 
today, but the higher birthrate of other Soviet nation¬ 
alities will make Russians a minority in the Soviet 
Union in the twenty-first century (see table 4.1). Yet 
Russians dominate in politics, representing 68 percent 
of the Central Committee of the Communist Party in 
the early 1980s. 45 With some sixty major language 
groups and fifteen constituent republics, the growth of 
ethnicity and nationalistic expression made possible by 
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TABLE 4.1 

Ethnic Composition of the Soviet Union, 
1950-2000 



1950 

1980 

2000 (estimated) 

Total Slavic 

82% 

75% 

69% 

Percent Russian 

57 

52 

48 

Total non-Slavic 

18 

25 

31 

Percent Asian 

10 

16 

21 


Source: Paul Dibb, The Soviet Union: The Incomplete Superpower 
{London: Macmillan, 1986), p. 48. 


glasnost places an additional burden on the Soviet polit¬ 
ical system. Ethnic riots have broken out in the Cau¬ 
cuses and Central Asia, and pressures for autonomy 
have grown in other areas like the Baltic republics. 
Many Russians have responded with increased nation¬ 
alistic reactions of their own. 

As for the power resources of a universalistic ideol¬ 
ogy, the poor economic and political performance of 
communism has greatly eroded the ideology as a source 
of power abroad and of cohesion at home. It is a far cry 
from the sense in the 1950s of the inevitable victory of 
communism. Further, the Soviets are not well placed to 
benefit from international institutions as a power 
resource. The international Communist movement is 
fragmented, and the Soviets have officially recognized 
that foreign affairs can no longer rest on a class division 
into Socialist and bourgeois camps. 46 The Soviet alli¬ 
ance, the Warsaw Treaty Organization, is an externally 
imposed institution of questionable value, and nation¬ 
alist tendencies are growing stronger in Eastern Europe. 
The Soviet economy has not yet adapted enough to 
allow full participation in crucial economic institutions 
such as GATT and IMF. The one bright point is that 
the new thinking in foreign policy and a more flexible 
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position may allow the Soviets to gain more from their 
future participation in the United Nations than in the 
past. Table 4.2 summarizes various judgments about the 
future prospects of Soviet power. 


TABLE 4.2 

Past and Future Sources of Soviet Power 


Source of Power 

Past 

Present 

Future 

Tangible 

Basic resources 
(land and population) 

strong 

strong 

strong 

Military 

strong 

strong 

strong 

Economic 

strong 

weak 

uncertain 

Science/technology 

mixed 

mixed 

mixed 

Intangible 

National cohesion 

strong 

weak 

uncertain 

Culture/ideology 

strong 

weak 

weak 

International institutions 

mixed 

weak 

uncertain 


In short, given their basic resources and military 
strength, it would be a mistake to discount the Soviet 
Union as a great power in the twenty-first century. As 
we will see in chapter 6, however, trends in world pol¬ 
itics are increasing the importance of the less coercive 
and less tangible sources of power like national cohe¬ 
sion and ideology. From this perspective, given Soviet 
economic, technological, political, and ideological prob¬ 
lems, the Soviet Union has become a declining rather 
than a rising challenger to American preeminence. The 
policy implications of this situation are examined in 
chapter 8. 


CHINA 

The Soviet Union has an economy several times the 
size of China’s. At the beginning of the 1980s, the 
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Soviet Union accounted for 15 percent of world indus¬ 
trial production whereas China accounted for only 5 
percent. Similarly, China accounted for only 5 percent 
of world product. 4 ' But while Soviet growth slowed in 
the 1980s, China’s net material product grew at over 8 
percent a year and its per-capita GNP doubled between 
1977 and 1987. 48 Projecting such growth into the future, 
some observers foresee China as the rising challenger to 
America’s global position. 

CHINESE ECONOMIC GROWTH 

Some economists believe that the official Chinese sta¬ 
tistics understate the level of development of the 
Chinese economy. Dwight Perkins suggests a 1985 fig¬ 
ure of $500 per-capita gross domestic product, which is 
nearly twice the official number. 49 Using the higher esti¬ 
mates, the U.S. Commission on Integrated Long-Term 
Strategy estimates China’s national product to be about 
40 percent of the Soviet Union’s product in 1980. 
Assuming a Chinese growth rate of 4.7 percent, a Soviet 
growth rate of 1.6 percent, and a U.S. growth rate of 
2.6 percent, the commission projects that Chinese GNP 
would pass that of the Soviet Union by 2010. It would 
then be half the level of the U.S. GNP, but only about 
10 percent of the American, Japanese, or European lev¬ 
els on a per-capita basis. Even if China spends 6 per¬ 
cent of its GNP on defense, its military capital stock 
would still be less than half the Soviet military capital 
stock in 2010. China’s current level is approximately 20 
percent of Soviet military capital stock. 50 

The commission's estimates of China’s future eco¬ 
nomic growth are lower than China’s recent perfor¬ 
mance, but they are still controversial. Some skeptics 
feel the estimates exaggerate China’s potential, pointing 
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is: 

to the low hose from which Chino starts and warning 
against linear protections. They argue that China is 
rtf died with infrastructure problems (parts of the 
country are inaccessible by road, not electrified, have 
poor sewage, water, and transportation systems); it is a 
collection of semiautcnomous regions with separate lan¬ 
guages and cultures. . . . and it will continue to labor 
under the bureaucratic oppression of a communism in 
moderate transition.Moreover, political disruptions 
could interrupt the protected economic growth. Opti¬ 
mists. on the other hand, point out that China's econ¬ 
omy more than quadrupled from 56” billion in 1952 to 
552.’ billion in the mid-19“0s. despite the loss of 20 mil¬ 
lion fives to hunger curing Mao Tse-tung’s “Great Leap 
Forward" in the late l°50s and of another half-million 
lives in the Cultural Revolution of the late 1960s. 5 ' 
Others support a high-growth projection on the basis of 
the general partem o: growth in East Asia, suggesting 
that it is similar to the Protestant ethic that many 
believe was a stimulus to Europe’s economic growth. 55 

Certainly. China has benefited from a number of 
characteristics not shared by most other developing 
countries It has a historical memory of past greatness 
ant began its postwar development with a moderately 
well-developed commerce, many large urban centers, 
and a tradition of 'literacy related to recruitment for 
government bureaucracy. Nonetheless, neither these 
assets nor Confucian culture produced a high rate of 
growth before World War II. China s per-capita GNP in 
1952 was similar to that o: Japan in ISSo. 5 ^ 

The victory of the Communists in 1949 brought 
China a degree of political cohesion that had eluded it 
earlier in the century The importation of the Soviet 
economic model produced high rates of savings and 
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investment with priority for heavy industry. Mao’s 
efforts to make the Soviet model more egalitarian and 
regionally decentralized were not successful, but the 
basic mechanism produced impressive industrial growth. 
By the mid-1970s, China had an industrial base com¬ 
parable in scale to those of the Soviet Union and Japan 
in the early 1960s. Literacy, at about 65 percent, was 
just below the average of middle-income countries, 
although less than 2 percent of the labor force had uni¬ 
versity or secondary education. In 1964, China was the 
fifth nation to explode a nuclear device, but Chinese 
technology in general in the late 1970s lagged ten to 
twenty years behind world levels overall. Sixty percent 
of the technology employed in Chinese industry in 19S0 
was completely obsolete by world standards.” 

Although the inertia of central planning helped to carry 
China through the politically disruptive years of Mao’s 
Cultural Revolution (1966-1976), Chinese leaders became 
aware in the latter half of the 1970s that the centralized 
planning system was not producing rates of growth as 
high as those in other developing countries in the region. 
Larger investment of capital was not producing propor¬ 
tionate increases in production. ' Under Deng Xiaoping, 
China launched a series of moderate reforms between 
1978 and 1984 that expanded opportunities for private 
and collective ownership in agriculture and in services, 
offered greater autonomy and incentives to managers, 
decentralized the management of foreign trade, and 
established special economic zones in coastal areas to 
attract foreign investment. After 19S4. China pursued a 
second set of more far-reaching reforms aimed at 
broadening markets, but their progress was uneven. 
Double-digit inflation, corruption, and changing income 
distribution aroused both conservative opposition and lib- 
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eral demands for political reform. The ensuing protests 
and repression in 1989 slowed the pace of reform. 

In short, China encountered some of the same dilem¬ 
mas as the Soviet Union in loosening the constraints of 
the central planning system. Despite the rapid growth 
of private and collective enterprises, the Chinese econ¬ 
omy remained highly regulated with the state sector 
accounting for about 70 percent of urban employment 
and industrial production." Not only has the bureau¬ 
cracy “proven inventive at finding ways to retain con¬ 
siderable power over state enterprises,” but “Chinese 
leaders are also hesitant in allowing the logical impli¬ 
cations of past reforms to be realized.” 58 On the other 
hand, Mao never succeeded in destroying the Chinese 
peasantry in the manner that Stalin did with Soviet 
farmers. As a result, after Deng’s reforms, the Chinese 
quickly returned to family farming in the 1980s, and this 
led to impressive gains in agricultural production. 59 

For a few years in the mid-1980s, China actually 
became a net exporter of grain, though its agricultural 
production lagged later in the decade. China was also 
more successful than the Soviet Union in opening its 
economy to the outside world in the 1980s. It joined the 
World Bank, the IMF, the Asian Development Bank, 
and applied for membership in the GATT. China’s 
share of exports in national output grew from 5.6 per¬ 
cent when reforms started in 1978 to 16 percent in 
1987. Nearly two-thirds of its exports were manufac¬ 
tured products, particularly textiles. By creating eco¬ 
nomic zones and open cities along the coast, China 
attracted $10 billion in direct foreign investment 
between 1979 and 1987. 60 But like the Soviet Union, the 
Chinese economy remained heavily autarkic. The cur¬ 
rency was inconvertible (with the exception of a few 
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special centers where yuan could be swapped for dol¬ 
lars), and central planners controlled access to critical 
resources. Domestic industry remained protected behind 
arbitrary price structures; at least one in eight enter¬ 
prises lost money but was protected from bankruptcy. 61 

Like the Soviets, success with economic reforms will 
be essential to Chinese power in the twenty-first cen¬ 
tury. But reform creates political dilemmas if the struc¬ 
ture of political power remains unchanged. The party 
“hesitates to let the economy develop independent of 
party interference at all levels of the system.” Bureau¬ 
crats are better placed to enjoy the opportunities 
opened by reform, and “that has set in motion a chain 
reaction eventuating in inflation, corruption, and what 
is perceived by many to be unjust income distribu¬ 
tion.” 62 The resulting political disruptions, such as those 
that occurred in 1989, hinder China's progress. 

POWER RESOURCES 

In basic resources, China is powerfully endowed, and 
its potential is still not fully tapped (see table 4.3). Its 
territory is slightly larger than that of the United States, 


TABLE 4.3 

Past and Future Sources of Chinese Power 


Source of Power Past Present Future 


Tangible 

Basic resources 


(land and population) 
Military 
Economic 
Science/technology 


strong strong strong 

mixed mixed stronger 

weak mixed stronger 

weak weak mixed 


Intangible 
National cohesion 
Culture/ideology 
International institutions 


mixed mixed mixed 

strong mixed uncertain 

weak mixed uncertain 
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but only 10 percent of its land is arable. 63 China is the 
world’s most populous state with 1.1 billion inhabitants, 
but currently it has only one-tenth of the U.S. number 
of university students. 64 In economic terms, China was 
the fifth largest nation in manufacturing output in the 
1980s but remained a minor power in world markets. 
Despite specifically targeted accomplishments in nuclear 
weapons and rocketry, Chinese science and technology 
lagged by a decade or two behind world standards. With 
a sustained economic growth at twice the rate of the 
United States, China could reach half the level of 
American GNP in 2010, but it would remain much 
poorer on a per-capita basis. 

Chinese military power also draws a mixed assess¬ 
ment. Throughout the postwar period, China has been 
a major regional military power but with little capacity 
for the global use of force. Although Chinese troops and 
military assistance helped to thwart the United States 
in Korea in 1950 and in Vietnam in the 1960s, Chinese 
military power benefited from geographic proximity in 
these cases. Yet proximity was often not enough to 
guarantee success. For example, in 1955 and 1958 the 
United States was able to prevent China from taking 
over Taiwan, and China was militarily unsuccessful in 
its border dispute with the Soviet Union in the late 
1960s. 

Chinese defense policy rested for many years on a 
combination of two extremes: (1) finite nuclear deter¬ 
rence to prevent strategic attack and (2) “peoples’ war” 
to deter or repel invasion by mass mobilization. The 
first involved high technology; the latter stressed people 
rather than weapons. China developed a large army of 
4.3 million men, but they were poorly equipped. The 
result was high casualties and a humiliating defeat when 
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China tried to “teach Vietnam a lesson” by crossing 
their shared border in 1979. Recently, China has shown 
an interest in developing more modern general-purpose 
forces to meet more limited military contingencies than 
the extremes of nuclear deterrence or mass war. 65 This 
has involved cutting the armed forces by more than 1 
million men and reducing defense expenditures from 12 
percent of GNP in 1978 to 5 percent in 1987. 66 At the 
same time, China has continued gradually to upgrade 
its military technology, both nuclear and conventional. 
Its modest military position at the end of the 1980s is 
summarized in table 4.4. 

China’s forces show much greater regional than global 
power capability. Its navy remains primarily coastal, and 
only eighteen of China’s nuclear weapons have a global 
reach. 67 Despite technical difficulties, China continues 
slowly to build more nuclear submarines and to enhance 
the capabilities of its conventional forces. While crucial 
sectors still lag far behind, China has increased its 
exports of military equipment to other less-developed 
countries, becoming by the mid-1980s the fifth largest 
exporter of weapons to the Third World. 68 With time 
and continued economic development, China will be 
able to play a greater global military role, but it has a 

TABLE 4.4 

Chinese Military Power, 1989 

250 weapons on 6 ICBMs; 12 SLBMs; 1 submarine; 
110 medium-range missiles; 120 medium-range 
bombers 
3.2 million 

115 submarines; 53 destroyers and frigates 
$12 billion (5 percent of GNP) 


Nuclear forces 

Conventional forces 
Naval forces 
Defense expenditure 


Source: International Institute for Strategic Studies, The Military Balance, 1988-89 (Lon¬ 
don: IISS, 1988), pp. I46ff.; Central Intelligence Agency, China: Economic Policy and 
Performance in 1987 (Washington, D.C.: 1988), p. 17. 
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long way to go before it approaches the level of the 
superpowers. 

Much of China’s global political power in the postwar 
period was based on the intangibles of ideology and insti¬ 
tutions. China’s open break from Soviet tutelage in the 
early 1960s and Mao’s challenge to Khrushchev for the 
mantle of Communist legitimacy made Chinese policy 
appealing to many postcolonial regimes. Left-wing groups 
in modern societies were similarly attracted by the egal¬ 
itarian tone of Maoist ideology. Chinese assistance to 
overseas parties and governments, while modest, seemed 
to offer an alternative to the superpowers and the former 
colonial rulers. When China joined the United Nations 
in 1971, it acquired a new forum for this global political 
role. But the excesses of the Cultural Revolution tar¬ 
nished China’s romantic image. Further, the reforms of 
the post-Mao period not only demonstrated the problems 
inherent in China’s centralized economy but also led to 
a more pragmatic and regionally oriented foreign policy. 
While it is exaggerated to say that ideology is dead in 
China, communism today certainly plays much less of a 
role in Chinese foreign policy and domestic politics. 

China’s diminished ideology may lead to problems in 
national cohesion. Its minority nationalities of 50 mil¬ 
lion is a small problem in comparison to that of the 
Soviet Union, but China does have a long tradition of 
regionalism. Riots have occurred in Tibet. Mao encour¬ 
aged local self-sufficiency, and the new emphasis on 
coastal development zones led to friction over income 
distribution between coastal and interior provinces. In 
addition, generational change and student protests led 
to serious political disruption in 1989. The protests and 
their repression reflected the incompleteness of Chinese 
reforms. Notwithstanding the disruptions related to eco- 
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nomic and political developments, a well-established 
nationalism is a source of strength for China in contrast 
to the situation in the Soviet Union. 


CONCLUSION 

China’s huge population and geographical scale ensure 
it a major role in the increasingly important East Asian 
region. The extent to which China will become a global 
power challenging the United States depends on its 
economic growth and political cohesion. Yet even with 
good fortune, China has a long way to go. In 1988, 
before the setbacks of the June 1989 repression, Deng 
Xiaoping predicted that by 2050 China would be a 
middle-developed country with a per-capita income in 
current U.S. dollars of $4,000—about that of Ireland or 
Puerto Rico today. 69 Two American specialists, Harry 
Harding and Ed Hewett, note China’s advantages in its 
huge labor pool and its ability to take advantage of rel¬ 
atively inexpensive technologies somewhat behind the 
leading edge. “Still, even with these advantages, it will 
take, at a minimum, decades for China to begin to 
emerge as a serious economic force in the world econ¬ 
omy.” 70 

Although the Soviet Union is far more industrially 
developed and technologically advanced than China, “it 
will take at least two to three decades for Soviet leaders 
committed to an opening to the world economy to 
achieve something.”' 1 Military alliance between the two 
large Communist states is possible but unlikely. Specific 
differences along their border are less important than 
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the strength of Chinese nationalism and the Soviet con¬ 
cern about China. Overall, the Communist ideology 
that seemed so threatening to American power in mid¬ 
century appears to be a fetter on America’s rivals at the 
century’s end. Thus the Communist countries are not 
likely to be the rising challengers to American power in 
the next decades. 


5 


Allied Challengers 


The alliance of Europe and Japan with the United 
States proved an effective balance to rising Soviet power 
for forty years. As shown in chapter 3, where American 
military resources were less than those of the Soviets, 
America's allies helped make up the difference. But the 
alliance may not survive in a period of Soviet decline 
and diminished Soviet threat. As America's replacement 
of Britain as the leading state has shown, erstwhile allies 
can become new challengers for predominance. By 
the late 1980s, American public-opinion polls showed 
greater concern about economic than military threats to 
American security. 1 In the early 1970s, President Rich¬ 
ard Nixon spoke of a multipolar world, and analysts 
wrote about an emerging Japanese superstate. Many 
contemporary commentators feel that these predictions, 
premature when made, will finally come true in the 
next decade. 2 

In terms of world product, the most dramatic change 
in the last quarter century has been the doubling of 
Japan's share. The rise is even more dramatic if 
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exchange rates are not corrected for purchasing power. 
As figure 5.1 indicates, in the last fifteen years the 
European Community and Soviet shares of world prod¬ 
uct declined slightly while Japan’s share grew. 


THE EUROPEAN COMMUNITY 

Not all analysts believe that Japan is the ally most likely 
to challenge the United States after the turn of the 

FIGURE 5.1 

Shares of'World Product, 1960-1988 



Source: Central intelligence Agency, Handbook of Economic Statistics, 1988 (Washing¬ 
ton, D.C.: 1989), table 7 (Organization for Economic Cooperation and Development pur¬ 
chasing price parities were used to correct exchange rates for local standards of living). 
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century. Samuel P. Huntington argues that if the Euro¬ 
pean Community became politically cohesive, it “would 
have the population resources, economic wealth, tech¬ 
nology, and actual and potential military strength to be 
the preeminent power of the 21st century.” He says 
that “if the next century is not the American century, 
it is most likely to be the European century.”'’ 

Europe’s resources are impressive (see table 5.1). 
Although geographically only a quarter the size of the 
United States in territory, Europe has a population 
comparable to that of the United States and twice that 
of Japan. Its economy is larger than Japan’s and only 
slightly smaller than that of the United States. Further, 
Europe plays a larger role in world trade. The armed 
forces of the twelve European Community countries 
slightly outnumber those of the United States and are 
ten times larger than those of Japan. Modernization of 
French and British nuclear forces will yield about 1,200 
nuclear weapons in the early 1990s. Moreover, as 
Europe becomes a prosperous, democratic welfare state, 
it is “quite possible to conceive of a European ideolog¬ 
ical appeal comparable to the American one.” 4 Euro¬ 
pean culture has long been attractive to the rest of the 
world. The Europeans also have been important 
pioneers in international institutions. They have played 
central roles in the United Nations and international 
economic institutions, and their European Commu¬ 
nity has been the source of numerous institutional 
innovations. 

The key question, of course, is whether the Euro¬ 
pean Community will develop enough political cohe¬ 
sion to act as one on a wide range of international 
issues, or whether it will remain a customs union of 
twelve nations with strongly different nationalisms and 
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TABLE 5.i 

Military, and Economic Resources of the European 
Community . Japan, and the United States , 19SG$-1990s 



European 

Comrnumr> 

Japan 

United 

States 

Bcszc Resource s 

Territory , percent of woddi 
Population. { 

i.:% 

32- nuEbon 

0.5 % 

123 million 

\0% 

ZM million 

Skhton 

Nuclear weapons I co 0s 

Armed forces 
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world share, l c S5 
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10% 
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2.5% 
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30% 

Economic 

GNP(19*T* 

Share of world exports 

53.3 trillion 
20% 

52 trillion 
10% 
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11% 
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foreign policies. Further, will Europe's economic slow¬ 
down after 19" be significantly changed by new efforts 
to perfect the Common Market? In the early 1950s, 
there was a strong sense of “Europessimism,” and fear 
that Europe's declining share of world product reflected 
deep cultural and structural problems. 


ECONOMIC PROBLEMS 

During the first quarter century of the postwar 
period, Europe grew at a rapid rate of nearly 5 percent 
each year, more than twice as fast as it did in the nine¬ 
teenth century . After 19 - 3, however, its growth rate was 
halved and then dropped even further in the depressed 
early !9S0s. Growth slowed in all industrial countnes 
after the oil shock of 1973, but “the difference was that 
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in Europe, unemployment kept on rising all through the 
1970s and early 19S0s,” reaching 11 percent in 1956. 
Unfortunately, Europe had specialized in the medium- 
technolog}' products that faced heightened competition 
from Asian producers. “In the information industries 
that were becoming the locus of global industrial 
growth, European firms performed poorly. ' According 
to a 19S4 report to the European Parliament, 

In the early 1970s, Europe was suddenly confronted with a 
threefold challenge: inflation, the oil shock, and competition 
from new industries. . . . Europe seemed suddenly to be 
caught up in the web of its past, adopting what the psy¬ 
chologists might call an escapist posture. It tried to ignore 
the realities of the new situation by boosting wages at the 
expense of profits and encouraging consumption at the 
expense of investment. 6 

The term “Eurosclerosis’’ was coined to refer to the 
condition of the European welfare states when govern¬ 
ment share of GNP averaged 51 percent—in contrast to 
35 percent in the United States and 55 percent in 
Japan—and when there existed a general inability to 
foster growth and create iobs. By the time the Treaty 
of Rome marked its twenty-fifth anniversary in 1952. 
"the Community had reached its nadir. The Economist 
used a grave’s headstone for the buried EC [European 
Community] on its cover." 5 As worrisome as continued 
high unemployment was Europe’s declining position 
in high technology. While it had the largest share or 
global exports—20 percent in 1952—its share or high- 
technology exports dropped from 56 percent in 1 G ~G to 
47 percent in 1951. Japan nearly doubled its share or 
high-tech exports over a similar period.' In 1955. "high- 
tech goods—roughly defined as drugs, chemicals, elec- 
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tronics and telecoms—contributed about 22 percent to 
the value-added of the European Community’s indus¬ 
try. This compares with about 29 percent for America 
and Japan.” 10 Europe in the mid-1980s had the lowest 
absolute and relative levels of innovative activities of the 
Western industrial areas. 11 In the words of Michel 
Albert and James Ball, “we have to look back in history 
to understand the implications of this sudden sterility, 
this dramatic eclipsing of Europe. For the first time 
since the eighteenth century, the major formative ini¬ 
tiatives of an industrial revolution are not originating in 
Europe. Europe is missing out on the third industrial 
revolution.” 12 

This sense of decline and of falling behind Japan and 
the United States helped to stimulate a European 
response. Concern about lost momentum had been 
growing in the late 1970s and early 1980s. Finally, in 
June 1985, the Commission of the European Commu¬ 
nity published a proposal, Completing the Internal Mar¬ 
ket, which was approved by the Council of Ministers at 
the end of the year. The plan involved action on some 
three hundred measures to remove remaining physical, 
technical, and fiscal barriers to the movement of goods 
and persons by 1992. Governments were instructed to 
end protection of domestic industries by discriminatory 
procurement, subsidies, licensing, technical specifica¬ 
tions, and restrictions on movement. The hope was that 
a larger market would improve the ability of European 
firms to compete with those of the United States and 
Japan. According to an Italian industrialist, “the center 
of economic and political weight had moved in the past 
years to the Pacific. Europe had no option but to get 
together. For Europe, 1992 is a deadline for not being 
dead.” 15 
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One of the first effects of the new initiative was to 
replace the “Europessimism” of the early 1980s with a 
more optimistic outlook. A study commissioned by the 
European Community estimated that in 1988 delays 
caused by borders cost Europe 0.25 percent of gross 
domestic product; different regulatory restrictions cost 2 
percent of GDP; and gains achievable through greater 
economies of scale were worth 2 to 3.5 percent of GDP. 
In addition, the study claimed that the European mar¬ 
ket would gain from greater competition. 14 Others were 
more skeptical about the scale of the economic benefits 
from removing remaining barriers to a single market. 
The economies of scale already available in Europe are 
adequate in most industries. Some feared that unwieldy 
large companies would be formed at the European level. 
Mergers that create “arthritic European champion 
firms” in place of “sclerotic national champion firms” 
would not solve Europe’s problems. 15 Yet even if the 
direct economic benefits have been overestimated, the 
1992 program has changed both public psychology and 
private investment decisions in Europe. 

POLITICAL INTEGRATION 

There are uncertainties about the magnitude of the 
political and economic effects of the 1992 program. 
Removal of barriers could merely eliminate governmen¬ 
tal interference in free markets, or it could be the first 
step toward a federalized Europe with a common cur¬ 
rency, central bank, common social policies, and a sin¬ 
gle defense and foreign policy. In 1988, Jacques Delors, 
the French Socialist president of the European Com¬ 
mission, suggested to the European Parliament that 
1992 was a step toward creation of “an embryo Euro¬ 
pean government,” which would mean that 80 percent 
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of economic and social decision making would involve 
Brussels within ten years. 16 But his vision ran contrary 
to that of Britain’s Prime Minister Margaret Thatcher. 
As her chancellor of the exchequer Nigel Lawson 
replied in 1989, 

the contrasts between the two rival visions of Europe have 
become very clear. On the one hand an over-regulated, 
bureaucratic, protectionist Europe, where uniform standards 
are enforced by new directives and new regulations from 
Brussels. ... On the other hand, there is the vision of a 
deregulated, free-market open Europe . . . one driven by 
consumer choice, by transferring sovereignty not to Brussels 
but to the people. 1 ' 

Between these two polar visions lies a prospect of grad¬ 
ual erosion of national sovereignty. In the view of The 
Economist, “anybody who considers this a lily-livered 
approach to the building of Europe underestimates the 
erosion of sovereignty the EEC [European Economic 
Community] countries are already committed to accept 
by 1993.” 18 The twelve national governments of Europe 
have agreed to six amendments to the Treaty of Rome 
that increase the number of issues on which the Euro¬ 
pean Council of Ministers can decide by majority vote 
rather than requiring unanimity. There is agreement 
that environmental control and coordination of foreign 
policy are community matters, and that the ultimate 
goal is a European Union. The European Parliament, 
Court, and Commission already have significant pow¬ 
ers. But rather than debating visions, Europe is advised 
to “let reality determine how far these things will 
lead.” 19 

Although a pragmatic approach has carried Europe a 
long way since 1950, it is less clear that it will carry the 
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twelve nations to federation in the near future. In the 
late 1940s, after the third major Franco-German war in 
the seventy years since the unification of Germany, 
many Europeans realized the need for a new approach 
but embittered national feelings prohibited serious dis¬ 
cussion of federation. The genius of the French plan¬ 
ner Jean Monnet showed in his scheme for step-by-step 
progress in tying the European economies together. In 
1950, the Schuman Plan began the integration of the 
coal and steel industries of six European nations. When 
more ambitious plans for a European defense commu¬ 
nity foundered on the shoals of French nationalism and 
fear of Germany, the six nations in 1957 signed the 
Treaty of Rome, which provided for gradual develop¬ 
ment of a Common Market and, less successfully, coop¬ 
eration in the peaceful development of nuclear energy. 
The treaty provided for phased reduction of tariffs, a 
common external tariff, a common agricultural support 
system, harmonization of many regulations, and coor¬ 
dination of economic policy. 20 

The heart of Monnet’s design was the engrenage or 
engagement in which the gradual meshing together of 
the little wheels of daily social and economic coopera¬ 
tion would eventually turn the bigger wheels of defense 
and foreign policy. The crucial point was to build on 
success. In order to preserve gains in areas already inte¬ 
grated, national governments would allow the process to 
spill over into new areas. At least that was the theory, 
and it worked until the mid-1960s. In 1965, however, 
French President Charles de Gaulle set a limit on the 
development of majority voting and the growth of the 
bureaucratic powers of the commission in Brussels. The 
Common Market continued, but the theory of engre¬ 
nage came into question. Further progress could not be 
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accomplished by functionalist stealth but only by agree¬ 
ments in national capitals. 

However, this does not belittle the real accomplish¬ 
ments of the European Community. Over thirty years, 
intracommunity trade in Europe grew from a third to a 
half of member states’ total foreign trade. 21 The Com¬ 
mon Agricultural Policy, which accounted for two-thirds 
of the European Community’s budget, was wasteful of 
resources but it provided social and political stability. 
The 1950s’ proposition that the Common Market was a 
deal between French agriculture and German industry 
has been generalized beyond that core pair of coun¬ 
tries. A number of joint efforts in technology develop¬ 
ment and space have met with varying degrees of 
success, and the Community’s expansion to include 
Greece in 1981 and the Iberian states in 1986 helped to 
consolidate democratic politics in the southern tier of 
Europe. 

A European monetary system (EMS) was inaugurated 
in 1979, after failures of monetary coordination earlier 
in the 1970s, but it did not include Britain and several 
smaller European countries. The EMS helped to pro¬ 
tect its members against some of the wilder fluctuations 
of the dollar in the 1980s, but it did not represent a 
central bank or single currency. Like the gold standard 
in the Bretton Woods system, the EMS character was 
determined by a central country—West Germany—that 
did not wish to give up its monetary autonomy. “Ger¬ 
many appears to have pursued its own monetary targets 
without attempting to cooperate with other countries, 
while the other countries . . . have followed Germany’s 
policies, changed exchange rates, or imposed capital 
controls.” 22 In 1983, when faced with leaving the EMS 
or altering its own expansionary policy, the French 
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Socialist government deliberately chose the discipline of 
EMS. Since that time, consultations among European 
central bankers have increased considerably. In 1989, a 
committee chaired by Jacques Delors recommended a 
three-stage plan that called for economic and monetary 
union by establishing a single central bank, a single cur¬ 
rency, common monetary policies, and coordinated eco¬ 
nomic policy. 25 Britain rejected the proposal as too 
intrusive on its sovereignty, but some increase in mon¬ 
etary coordination could occur without formal change. 

While this record is impressive, it does not validate 
the logic in letting success spill over from one area to 
another until the little successes mesh with the big 
wheels of national politics. The European nations coor¬ 
dinate foreign policy initiatives but only to a limited 
extent. The 1992 project continues in the tradition of 
technocratic progress and transnational bargains among 
the corporate leaders in Europe. But there is little evi¬ 
dence that the process has altered mass politics in wel¬ 
fare states, half of whose governments are socialist and 
half conservative, and whose leaders are geared to 
totally different electoral cycles. Although there has 
been some growth of European-wide loyalties, it has not 
reached a level that can transform electoral and mass 
politics away from the separate national processes that 
exist today. 24 Perhaps the functionalist logic will work 
more clearly in the future than in the past. But in both 
1957 and 1985, a combination of internal failure and 
threats from the external environment led to initiatives 
that preserved the European idea; they did not radically 
transform European politics. 

Of course, the world outside Europe will continue to 
change, and some such changes could initiate a dra¬ 
matic increase in European unity. A change in the role 
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of the United States is often cited as a possibility. The 
United States has always had mixed effects on Euro¬ 
pean unity. In the early postwar period, the United 
States encouraged European integration to reduce con¬ 
flicts, to halt the encroachment of communism, and to 
make alliance management easier. During the Nixon 
administration, the United States became more con¬ 
cerned about the directions that an independent Europe 
might take. But so long as Europeans have been threat¬ 
ened by a Soviet superpower, they have been unwilling 
to give up the American nuclear guarantee made cred¬ 
ible by the presence of U.S. troops in Europe. Depen¬ 
dent in part on the United States for their defense, 
European leaders have oscillated between the twin fears 
of American abandonment and being trapped in a 
superpower war. These fears were stronger in Germany 
than in Britain or France, for Germany would be on the 
front line of any Warsaw Pact attack. This situation 
greatly complicated European defense cooperation. 

In principle, the decline in the perceived Soviet threat 
could reduce the tensions between Atlanticist and Euro- 
peanist tendencies among the major nations. In such a 
world, the United States might decide that it could with¬ 
draw its guarantee of the defense of Western Europe, 
which, in turn, might catalyse a dramatic increase in 
European unity. While such a possibility exists, it is far 
from certain for two major reasons. One is uncertainty 
over the future military role of the Soviet Union. Despite 
arms reductions and Gorbachev's policy of greater toler¬ 
ance of change in Eastern Europe, the Soviet Union re¬ 
tains an impressive conventional military capability on 
the Continent. Faced with the Soviet military capacity, 
as well as the possible reversal of Gorbachev’s new inten¬ 
tions, European leaders are not yet ready to give up their 
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American insurance policy. In contrast to the 1960s, the 
strongest suspicions of the Soviet Union and the greatest 
concern to keep the American presence in Europe in the 
1980s are found in France. 

Even if Gorbachev’s reforms persist, Eastern Europe 
evolves peacefully toward stability, and the threat from 
the Soviet Union continues to decline, European desires 
for an American presence may continue because of the 
German problem. West Germany is the largest and eco¬ 
nomically most powerful country in the European 
Community. In the 1950s, Konrad Adenauer chose to 
tie the Federal Republic to the West and to defer the 
likelihood of German reunification to the indefinite 
future. The prospect of a united Germany following an 
independent policy in the heart of Europe is sometimes 
exaggerated, but it remains a source of anxiety. The 
potential nuclear status of a reunited Germany inten¬ 
sifies such concerns. And so long as these concerns per¬ 
sist in Moscow and in other European capitals, an 
American presence in Europe can have an important 
stabilizing effect on fears and expectations. 25 In such a 
world, East-West detente may not necessarily lead to 
European defense unity. On the contrary, many West 
Europeans fear that West German preoccupation with 
events in Eastern Europe will limit the integration of 
the European community. 

Of course, there are other concerns as well, such as 
trade frictions leading to tariff wars and eventually to 
the breakup of NATO. American withdrawal from the 
defense of Europe would certainly give Western Europe 
a shock, but its effects are unpredictable. The disap¬ 
pearance of a Soviet threat and withdrawal of American 
troops could leave behind “a Europe [bound in ways] 
more akin to the loose ties that bind the Nordic Union, 
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with Europeans following the Scandinavian pattern of 
pacifism and moralism in international affairs.” 26 If so, 
Europe would not be a new great power. 

In any event, European integration is likely to pro¬ 
gress gradually rather than dramatically. “If asked, ‘In 
20 or 30 years, will there be a federal Europe?’, most 
French politicians would, if they were honest, say ‘no.’ 
For the foreseeable future, they believe, the Council of 
Ministers will be the Community’s centre of decision¬ 
making. . . . Federal Europe is not considered to be 
around the corner.” 27 Such conventional expectations 
may prove to be wrong, but if the past is any indicator, 
a federal Europe is a long way off. Even if 1992 lives 
up to expectations, major political questions remain. In 
the view of a former official, “the European Commu¬ 
nity is more likely to continue as a permanent arrange¬ 
ment between states than to emerge as a new state in 
its own right.” 28 While the exaggerated Euro-optimism 
for 1992 is better than the exaggerated Europessimism 
of the early 1980s, appraisals of power that do not exag¬ 
gerate are better yet. If European unity remains elusive, 
then speculation about Europe as the leading power in 
the twenty-first century is exaggerated as well. 


JAPAN 

According to Newsweek in 1989, “in banks, boardrooms 
and government bureaus around the world, the uneasy 
question is whether Japan is about to become a super¬ 
power, supplanting America as the colossus of the 
Pacific and perhaps even the world’s No. 1 nation.” 29 
The question is not new. In 1970, Herman Kahn pre¬ 
dicted that Japan would soon become a nuclear super- 
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power in a multipolar world. He believed that “the 
1970s and 1980s will see a transition in the role of Japan 
in world affairs not unlike the change brought about in 
European and world affairs in the 1870s by the rise of 
Prussia.” 30 More recently, Daniel Burstein argued that 
“today Japan needs the United States both for its mar¬ 
kets and for military protection. . . . Tomorrow, when 
Japan no longer needs protection, it will be free to be 
even more ruthless in its economic competition.” Bur¬ 
stein speculates that we may “end up with American 
and Japanese missiles pointed at each other.” 31 

Many Americans and Japanese believe that the 
United States is in decline. In a 1989 poll reported in 
the New York Times, 48 percent of the Americans and 
49 percent of the Japanese surveyed held that view. 32 
However, the Japanese are less confident about the 
future of Japan. A 1988 poll involving several countries 
revealed a relative lack of confidence of the Japanese in 
their country's future. In response to questions about 
Japan’s prospects for the twenty-first century in military 
power, economic power, and political leadership, fewer 
Japanese than foreigners expected Japan to become 
stronger. 33 Many Japanese warn against predicting that 
a Pax Nipponica will replace Pax Americana. While some 
write of America as being in a “relentless downhill 
slide,” few see Japan replacing the United States as the 
great power of the next century. More frequent are 
descriptions of a “U.S.-centered Pax Consortis” with 
Japan in a supporting role. 34 As Takashi Inoguchi of 
Tokyo University put it, “in speaking of the decline of 
the Roman Empire, Edward Gibbon wryly noted, ‘this 
intolerable situation lasted for about three hundred 
years.’ Pax Americana will probably do likewise.” 35 In 
fact, the Japanese frequently refer to the United States 
as having sokojikara or “reserve power.” 36 
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THE GROWTH OF JAPANESE POWER 

Japan’s past performance is unquestionable. Its power 
has risen dramatically—in little over a century, Japan 
changed from a closed, static society to the second larg¬ 
est economy in the world. On the eve of World War I, 
Japan accounted for 2.5 percent of world industrial pro¬ 
duction; on the eve of World War II, Japan had reached 
a 5-percent share analogous to that of France in 1914. 
Devastated by the war, Japan did not regain its prewar 
share until 1964, but it then doubled its share in the 
next decade and a half. 37 From 1950 to 1973, the annual 
real growth of Japan’s GNP “averaged 10 percent, prob¬ 
ably the highest sustained rate of increase that the 
world has ever seen.” 38 Japan benefited from a large 
pool of labor ready to move out of agriculture, a literate 
population, a high savings rate, and the political and 
social capability to absorb and adapt foreign technology. 
In the decade following Japan’s first postwar recession 
in 1974, growth slowed to a still respectable 4 percent 
per year. Further, Japan maintained its high growth by 
transforming its economy from labor-intensive heavy 
industry to knowledge-intensive exports despite such 
shocks as exchange rate and oil price changes. 

In 1950, Japan’s economy was one-twentieth the size 
of the American economy; three decades later it had 
grown to more than half the size of the U.S. economy. 
In 1988, Japan’s per-capita GNP of $19,200, measured 
in official exchange rates, surpassed the United States 
for the first time. (When corrected for purchasing 
power, however, the average Japanese had $13,200 com¬ 
pared to $18,200 for the average American. Such cor¬ 
rections reflect the reality that Americans have twice as 
many cars per person or twice as much space in their 
dwellings.) 39 Japan is the world’s largest creditor, has the 
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second largest economy, and is the second largest 
exporter of manufactured goods. It is also the second 
largest contributor to the United Nations budget and to 
the International Monetary Fund. The world’s ten larg¬ 
est banks (in terms of deposits) are headquartered in 
Tokyo, and with a foreign aid budget of $10 billion, 
Japan displaced the United States ($9.2 billion) as the 
world’s largest donor. Further, Japan is the fourth larg¬ 
est direct investor in the United States, and Japanese 
capital finances, a third of the U.S. budget deficit. With 
a budget of $30 billion, Japan’s military expenditures 
rank third globally, ahead of Britain and France. In 
technology, Japan is roughly equal with the United 
States, but ahead in some areas of manufacturing tech¬ 
nology. 40 

Since power is relative, Japan’s rise in power reflects 
a decline in American power in the bilateral U.S.-Japan 
relationship, even though U.S. power has not changed 
significantly in relation to the rest of the world. As 
shown earlier in figure 5.1 (p. 142), Japan’s share of 
global product has come from the shares of countries 
other than the United States, but there has also been a 
shift in U.S.-Japan power relations. Given Japan's 
financial role, American leaders have become more sen¬ 
sitive to Japanese opinions. For example, the 1984 col¬ 
lapse in Chicago of the Continental Bank of Illinois 
occurred in part because the bank made unwise loans 
to the energy sector, but the collapse was precipitated 
when frightened Japanese investors withdrew their 
funds after reading poorly translated news reports based 
on rumors. More recently, American Treasury Secretary 
Nicholas Brady suggested that the October 1987 stock- 
market crash may have been influenced by Japanese 
sales of U.S. government bonds because of worries 
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about the American currency. 41 Clearly, Japan’s finan¬ 
cial power has increased. 

Nevertheless, the resulting change in U.S.-Japan 
power relations is sometimes overstated. Daniel Bur- 
stein claims that Japanese resentment over the Reagan 
administration’s trade sanctions in April 1987 led Japa¬ 
nese politicians and officials to the idea of a boycott. 
Lighter than normal purchases of U.S. Treasury bills did 
push up interest rates in the May 1987 auction, but the 
evidence for a conspiracy is scant. 42 As The Economist 
points out, all investors, not only the Japanese, were 
worried about the effect of the American deficit on the 
value of the dollar, and they required a higher interest 
premium to cover the added risk. Moreover, “Japanese 
investors bought a quarter of the auction—not exactly 
a boycott.” 43 Occasionally, Japanese officials question 
“whether Japan as the largest creditor can and should 
use its position as leverage for imposing discipline on 
the debtor nation,” but they are also aware of the ways 
that economic interdependence limits the power of 
creditors over debtors. “Japanese financial institutions 
are captives of the American market. When you lend 
too much money, you have a vital interest in that econ¬ 
omy’s staying healthy, so you have to cooperate.” 44 
Another Japanese economist lamented, “the money goes 
to America because you are fundamentally strong.” 45 

However, the increased financial power of Japan has 
led to some changes in Japanese behavior: “Japan used 
to leave global politics to the United States. Now it is 
eager to use its yen aid to become a strategic player 
itself.” 46 With two-thirds of its assistance concentrated 
in Asia, Japan is emerging as a major power broker in 
the region. 4. Among the new initiatives, Japan has used 
its aid to press for reforms in Burma, has asked for a 
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larger vote in international financial institutions, has 
proposed its own scheme for handling the debts of poor 
nations, and has provided civilian assistance to UN 
peacekeeping operations. In the words of one observer, 
by the late 1980s, “Tokyo is stepping out a bit from 
Washington’s shadow.” 48 

Finance and manufacturing, of course, are not the 
only sources of power. Indeed, Japan’s impressive 
strength in manufacturing may give it less effective 
influence in the manufacturing area than in the finan¬ 
cial area because of its dependence on access to Amer¬ 
ican (and to a lesser degree European) markets. The 
trade balance in Japan’s favor is a poor index of the 
underlying latent weakness in the Japanese position. In 
terms of relative vulnerability in the interdependence, 
Japan is better off in the financial area than in the man¬ 
ufacturing area. Overall, though, “Japan and the other 
Asian industrialized states are nowhere near as self- 
sufficient as the United States or even Europe so, as 
creditors, they will suffer the greater damage to their 
prospects if world trade contracts under the system’s 
ever-growing burden of uncollectable debt.” 49 A bal¬ 
anced appraisal of the relative power positions of the 
United States and Japan requires a broader assessment. 

JAPAN’S POWER RESOURCES 

In terms of basic resources, Japan is roughly the size 
of the state of California. Its insular position eases its 
defense problems, but the Japanese archipelago is not 
rich in natural resources. Japans population is half that 
of the United States, but 95 percent of the Japanese 
complete high school compared to 75 percent of Amer¬ 
icans. A good deal of Japans success has been due to the 
substitution of human skills for missing natural 
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resources. This is likely to become increasingly impor¬ 
tant as knowledge replaces raw materials as the key eco¬ 
nomic factor in the information revolution. 

Japan remains heavily dependent on imports of raw 
materials and exports to more populous markets. Clo¬ 
sure of foreign markets and disruption of energy imports 
raise questions of Japan’s vulnerability. Although it 
adapted successfully to the two oil disruptions in the 
1970s, it remains 80 percent dependent on imported 
energy compared to 14 percent for the United States. >0 
A continental scale economy is part of what the Japa¬ 
nese mean when they speak of America’s power reserve. 
Many believe that “shortages of land and resources pre¬ 
clude Japan from ever becoming a classic imperialist 
state.” 51 

Perhaps the most striking feature of Japan’s power 
resources is its relative military weakness. During the 
postwar occupation, the United States introduced a 
constitution in which “the Japanese people forever re¬ 
nounce war as a sovereign right of the nation.” Prime 
Minister Shigeru Yoshida and his successors turned 
necessity into a highly successful strategy of remaining 
lightly armed, relying on an American security guaran¬ 
tee, and focusing on economic growth and exports. 
Ironically, at the time of the Korean War, the United 
States tried to persuade Japan to rebuild its military 
forces to help contain the Soviet Union, but Yoshida 
successfully resisted the American pressure. Subsequent 
governments reinforced the Yoshida Doctrine by for¬ 
swearing the possession or basing of nuclear weapons, 
forswearing arms exports, and restricting military expen¬ 
ditures to about 1 percent of GNP. 52 

The trading-state strategy has been enormously suc¬ 
cessful for Japan. However, as a former high-ranking 
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Japanese official noted, “there will be no free world and 
no free trading system if the United States does not 
preserve them for us. . . . The best Japan can aspire to 
is ‘vice-president.’ ” 55 In the 1980s, Japan gradually 
increased its military posture, in part as a result of 
American prodding. Prime Minister Nakasone agreed to 
share military technology with the United States, 
brought defense spending slightly above the 1 percent 
of GNP limit, announced Japan would be responsible 
for the protection of sea lanes out to 1,000 miles, and 
increased defense spending by nearly 6 percent per 
year. When pensions are added (as in NATO account¬ 
ing), Japan’s defense expenditure jumps to third place. 
In part, this ranking reflects the enormous increase in 
the value of the yen after 1985. Before that, Japan’s 
budget was eighth in size. The actual forces remain 
modest, with a 150,000-person “ground self-defense 
force” and another 90,000 sea and air personnel. By the 
early 1990s, Japan plans to build 62 destroyers and 430 
combat aircraft. 54 Japan’s growing capability in military 
technology gives it bargaining power in this area with 
the United States as well as with other countries. 55 

Japan’s domestic political consensus, however, remains 
antimilitary. As Motoo Shiina, a parliamentary leader on 
defense matters, puts it, “When the words ‘stronger mil¬ 
itary’ are said, people react negatively.” 56 Ikutaro Shim¬ 
izu, a rare proponent of Japan becoming a nuclear state, 
laments the prevailing anti-nuclear consensus: “politi¬ 
cians of all persuasions in their utterances in the [Na¬ 
tional] Diet, university professors in their articles for high¬ 
brow periodicals, and newspaper writers in their editorials 
all endorse this idea, never questioning the legitimacy of 
the postwar thought that denied Japan its status as a 
state.” 57 A Western correspondent reports that “in the 
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five years I spent in Japan, I did not come across one 
politician bold enough, or foolish enough, to deliver a pro¬ 
nukes speech.” 58 To the contrary, some Japanese hoped 
that President Reagan’s Strategic Defense Initiative (SDI) 
would create a technology that would make nuclear weap¬ 
ons obsolete; for in a world without nuclear weapons, 
Japan’s power would be enhanced. 

Of course, strategies can change, and Japan does pos¬ 
sess the economic and technical capability to develop a 
significant strategic and conventional force within a 
decade. Paul Kennedy believes that those “acquainted 
with the pattern of ‘war and change in world politics’ 
would find it unsurprising if, one day, a different polit¬ 
ical leadership in Tokyo decided to turn its economic 
strength into a large degree of military strength.” 59 Oth¬ 
ers, such as Richard Rosecrance and John Mueller, 
argue that such conventional wisdom fails to take into 
account the changing nature of world politics at the end 
of the twentieth century. 60 In this respect, it is worth 
noting that long lags between economic and military 
strength have occurred in the past. For instance, the 
United States became the world’s largest economy in 
the 1870s but it did not become a leading military 
power until seventy years later. While Japan may change 
its military strategy some day, it will have to face exter¬ 
nal as well as internal constraints. Japanese rearmament 
would stimulate fears and countermeasures by its Asian 
neighbors, which would limit the gains sought by re¬ 
armament. Such a strategy, then, remains unlikely 
unless Japan is made to feel abandoned by the United 
States. 

Japan’s deep-rooted economic strength is impressive. 
The long-run orientation of its economic leaders, an 
emphasis on quality, and a detailed knowledge of mar- 
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kets were born in the Meiji period of the nineteenth 
century. 61 Japan also pioneered in the practices of the 
“developmental state,” in which government targets, 
assists, and protects infant industries until they are able 
to compete on a global scale. In the early postwar years, 
the Ministry of International Trade and Industry (MITI) 
played an important role, although that role has dimin¬ 
ished over time. 62 The result has been an economy 
marked by a high rate of growth, high savings, lower 
consumption, and an export imbalance with the rest of 
the world (see table 5.2). 

JAPAN’S FUTURE POWER 

Most important about the future of the Japanese 
economy is whether Japan will be able to move away 
from its neo-mercantilist strategy rapidly enough to 
avoid significant retaliation. In 1949, the Japanese slo¬ 
gan was “export or die”; today, it is “import or die.” 65 
Or, as Peter Drucker notes of Japanese neo-mercantilist 
policies, “thirty years ago they brilliantly matched the 
realities of Japan’s economy and its needs,” but Japan 
can no longer rely on export-led growth. 64 Externally, 
the Japanese neo-mercantilist strategy is in danger of 
stimulating protectionist reactions. Japan has become 


TABLE 5.2 

Japanese and American Economies, 1980s 



Japan 

United States 

GNP (1986) 

$2 trillion 

$4.2 trillion 

Growth rate (1982-1986) 

3.7% 

2.7% 

Gross capital formation (percent of GNP) 

28% 

18% 

Private consumption (percent of GNP) 

58% 

66% 

Exports (percent of GNP) 

11.5% 

7% 

Imports (percent of GNP) 

7.5% 

10% 


Source: Keizai Koho Center, Japan 1989 (Tokyo, 1989), p. 13. 
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too large a player to have a free ride in the interna¬ 
tional trading system any longer. 

Japan has a two-tiered economy with a highly efficient 
manufacturing sector and very inefficient protected ag¬ 
riculture and consumer services sectors. Farmers, repre¬ 
senting 6 percent of the population, have 18 percent of 
the vote, which they use to impose high food and land 
prices. 65 In addition, Japan’s inefficient distribution sys¬ 
tem helps to keep prices high and to dampen consumer 
demand. “Because of the high cost of domestic nontrad¬ 
ables,” the Japanese have “much lower overall living stan¬ 
dards than their efficiency at producing tradable goods 
would suggest.” 66 High housing prices and an inadequate 
pension system help to.keep personal savings rates high, 67 
but an aging Japanese population will add a burden on 
the economy. The Japanese complain that their univers¬ 
ities do not meet American standards of higher educa¬ 
tion. 68 They argue that educational reforms are needed 
if Japan is to encourage creativity rather than imitation. 
Further, although women comprise 40 percent of Japan’s 
work force, their talents are severely underutilized. Jap¬ 
anese leaders believe that management needs to become 
more internationally oriented in terms of production 
rather than exports. About 5 percent of Japanese indus¬ 
trial production takes place overseas, in contrast with 20 
percent for the United States. 69 According to former 
MITI official Naohiro Amaya, “if Japan remains forever 
wedded to traditional Japanese management, that same 
management style that contributed to the rise of Japan 
in the 20th century could be the cause of its fall in the 
21st century.” 70 Other Japanese worry about the rapid 
aging of the society, the sclerosis of its once flexible elite, 
and reduced foreign tolerance of Japan’s mercantilist 
policies. 
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Will Japan change to a post-mercantilist strategy? 
Some signs are encouraging. Of four political attitudes 
toward Japanese foreign policy, two remain weak: right- 
wing nationalism and left-wing neutralism. Of the two 
positions that compete for the centerground, the inter¬ 
nationalists are putting the strongest pressure on the 
traditional neo-mercantilist position. 1 The internation¬ 
alist position was set forth in the 1986 report of the 
Maekawa Commission, chaired by a former governor of 
the Bank of Japan. The report marked a bureaucratic 
consensus on turning toward domestic-oriented growth 
reinforced by the rising exchange rate of the yen. (Iron¬ 
ically, internationalism in Japan means developing the 
domestic market as a way to reduce large export sur¬ 
pluses.) Although manufactured imports accounted for 
only 31 percent of Japan’s imports in 1985, they rose to 
51 percent by 1988. ,2 Japan has an impressive tradition 
of structural adjustment, and the trend today seems to 
be in the direction of adaptations to maintain Japan’s 
economic strength. The main question will be whether 
the rate will be fast enough. 

However, even if Japan fails to make the changes 
needed to help maintain the open international econ¬ 
omy from which it has benefited, it will still derive 
power resources from its advanced position in science 
and technology, although it will not be able to exploit 
them as well. In several areas, including consumer elec¬ 
tronics, communications equipment, and professional 
instruments, Japan’s technology-intensive exports exceed 
those of the United States, but the United States main¬ 
tains a substantial lead in aircraft, chemicals, drugs, and 
computing machines. 5 Table 5.3 summarizes the per¬ 
formances of the United States, Japan, and West Ger¬ 
many in various areas of science and technology. While 
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TABLE 5.3 


Science and Technology Performance (1986-1989) 



United States 

Japan 

West Germany 

Research and development 

expenditures 

$100 billion 

$39 billion 

$19 billion 

Percent of GNP 

2.6% 

2.9% 

2.8% 

Nondefense research and 

development expenditure 

$68 billion 

$39 billion 

$18 billion 

Number of scientists 

1.4 million 

0.4 million 

0.1 million 

Number of engineers 

2.2 million 

1.1 million 

0.5 million 

Share of world scientific 

literature 

35% 

7% 

6% 

Share of U.S. patents 

54% 

19% 

10% 

Share of high-tech exports 

21% 

20% 

16% 


Source: National Science Foundation, International Science and Technology Update, 1988 
(Washington, D.C.: GPO, 1989), pp. 2, 28, 62, 64, 72, 74, 92, 94. 


the United States remains ahead of Japan on all indi¬ 
cators, Japan's growth has been impressive, particularly 
in applications and exports. From 1973 to 1989, the 
United States increased its expenditures on research 
and development from 2.2 percent of GNP to 2.6 per¬ 
cent, but Japan increased its expenditures from 2 to 2.9 
percent in those years. Japan’s share of patents granted 
in the United States doubled from 9 percent in 1975 to 
19 percent in 1986, whereas the U.S. share of patents 
slipped from 65 to 54 percent. Japan’s share of scientific 
literature rose only slightly from 5 percent in 1975 to 7 
percent in 1984, whereas the U.S. share dipped slightly 
from 37 to 35 percent. 4 

While some economists raise questions about Japan’s 
economy, the most important questions about Japan’s 
future power focus on its three less-tangible power 
sources: national cohesion, universalistic culture, and 
the ability to make use of international institutions. 
Currently, Japan is a one-dimensional economic power. 
It will face a number of internal and external problems 
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if it attempts in the future to transform its economic 
power into military power. However, Japan will be able 
to extend the political effects of its economic power 
with much lower costs if it develops its effectiveness in 
private and public international institutions. For exam¬ 
ple, in the 1970s, Japanese foreign policy was “hesitant 
and withdrawn,” but participation in the new system of 
Western summit meetings gradually gave the Japanese 
new confidence.' 5 Thus far, though, Japan has lagged in 
developing its strength in international institutions. 

In terms of national cohesion, Japan is remarkably 
homogeneous and faces none of the problems of 
nationalism that limit the power of the European Com¬ 
munity and, to a lesser extent, the Soviet Union. Japan 
is able to achieve high educational standards, in part, 
because it is a homogeneous, middle-class society: “New 
entrants to the Japanese work force are generally liter¬ 
ate, numerate, and prepared to learn.” 76 It enjoyed 
political stability under the Liberal Democratic party for 
nearly four decades, although this one-party dominance 
may have contributed to the recent scandals that have 
weakened Japan’s political leadership. Moreover, the 
standoff between Japanese political factions and interest 
groups inhibits change and leads to reliance on foreign 
pressure to stimulate change. Kent Calder refers to 
Japan as “a reactive state,” and Nakatani Iwao argues 
that “the pace of change has been slowed and inter ; 
national friction intensified by clannish bureaucrats 
who, with the support of industry-aligned members of 
the National Diet, have opposed specific reform mea¬ 
sures even while endorsing the idea of reform.” 
Despite these problems, however, Japan has made sig¬ 
nificant structural changes in the past. Japanese culture 
has encouraged higher levels of education, improved 
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government-business relations and labor-management 
cooperation, and a consistent pursuit of long-term goals 
that have served Japan well in an information-based era. 
Indeed, Japan has been a pioneer in many of the new 
forms of industrial organization that are necessary for 
rapid and flexible use of information. 

On the other side of the coin of national cohesion is 
Japan’s cultural insularity. Tokyo University Professor 
Seizaburo Sato argues that Japan has no strategy for 
dealing with the outside world: “to be a truly great 
power, a nation’s culture must have relevance to other 
cultures.” 78 James Fallows warns that “Japan’s idea that 
it is separate from the world is its greatest vulnerabil¬ 
ity,” and Clyde Haberman similarly argues that this 
sense of uniqueness may “paralyze [the] Japanese when 
they come to grips with the outside world.”' 9 The point 
should not be overstated. Uniqueness has not pre¬ 
vented Japan from surveying and learning from the rest 
of the world, but insularity does limit soft power 
resources if it alienates other nations and creates awk¬ 
wardness and hesitation when action is needed. 

A Japanese commission argues that internationaliza¬ 
tion will require (1) removing the constraints on the 
movement of people, such as the strict barriers to 
immigration; (2) dropping the Japanese myth of unique¬ 
ness; (3) encouraging greater diversity and creativity; (4) 
a greater tolerance of things foreign; and (5) a more log¬ 
ical style in personal communications. 80 Some of these 
changes are under way among younger Japanese, but 
the pace is slower than is needed for effective transfor¬ 
mation of Japan’s economic power into the ability to 
wield influence in international institutions. 81 While pri¬ 
vate Japanese corporations have become increasingly 
important in world markets, the Japanese government 
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has been slower in establishing its influence in inter¬ 
national organizations, and cultural insensitivities have 
hindered Japan's relations with its Asian neighbors. 

For a variety of reasons, then, Japan seems likely to 
remain a one-dimensional great power rather than a 
new hegemonic challenger of the United States. 
Whether Japan's power is gradually transformed into 
institutional channels that reinforce international stabil¬ 
ity or into more problematic military directions will 
depend to a considerable extent on American reactions 
to Japan's rise and on American willingness to share 
power in international institutions. Protectionist 
responses or pressures that offend Japan's national pride 
could gradually transform the current consensus. Com¬ 
petition with China in Asia might also encourage 
Japan’s domestic interest in military strength. Thus far, 
however, the new nationalism of Japan's younger 
urbanized generations is not militaristic; rather, it is “a 
soft nationalism, born of a mix of callous materialism, 
self-satisfaction at Japan's economic achievement and a 
waning of contrition. . . ," 82 Most Japanese do not envi¬ 
sion world domination. But this is not the only strand 
of Japanese nationalism. There is also a more assertive 
and ethnocentric approach. In 1989, for example, Akio 
Morita, the head of Sony Corporation, and Shintaro 
Ishihara, a prominent politician, published a book urg¬ 
ing Japan to stand up and say “no" to the United 
States. They attribute criticism of Japan to foreign rac¬ 
ism. Moreover, Japanese journalists report that some 
editors solicit only articles critical of the United States 
and resist more balanced accounts of the causes of trade 
frictions. 83 Which of these views will prevail over the 
next decade remains an open question. The Economist 
makes a case for the more optimistic outcome: 
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Pax Nipponica will complement Pax Americana, not 
supersede it in the way Pax Americana replaced Pax Bri- 
tannica. Britain’s economy was one-seventh the size of 
America’s in 1950; Japan’s today is two-thirds the size of 
America’s. More important, the Japanese and American 
economies have become enmeshed in a way that the British 
and American ones never were. 84 

In short, the traditional models of power transition 
and hegemonic change may be profoundly misleading 
about the end of this century, possibly leading to self- 
defeating American policy responses. The problem is 
not that one or the other of America’s postwar allies will 
challenge the United States for hegemony, but that the 
United States will have to adapt to new patterns of 
interdependence and new political agendas in the 
twenty-first century. 


PART III 
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The 

Transformation of 
Power 


What can we say about changes in world power in the 
coming decades? Since the early 1970s, political leaders 
and analysts have often used the term multipolarity in 
a loose and confusing way. If they use it to mean a 
return to a balance among a number of nations with 
roughly equal power resources analogous to the pre- 
1945 period, then this is not likely to be the situation 
at the turn of the century. In terms of power resources, 
all the potential challengers except the United States 
are deficient in some respect (see table 6.1). If economic 
reforms reverse Soviet decline, if Japan develops a full- 
fledged nuclear and conventional military capability, or 
if Europe experiences a dramatic increase in unifica¬ 
tion, there may be a return to classical multipolarity in 
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TABLE 6.1 

Power Resources of the Major Contenders, 1990* 


Source of Power 

United 

States 

Soviet 

Union 

Europe 

Japan 

China 

Tangible 

Basic resources 

strong 

strong 

strong 

medium 

strong 

Military 

strong 

strong 

medium 

weak 

medium 

Economic 

strong 

medium 

strong 

strong 

medium 

Science/technology 

strong 

medium 

strong 

strong 

weak 

Intangible 

National cohesion 

strong 

medium 

weak 

strong 

strong 

Universahstic culture 

strong 

medium 

strong 

medium 

medium 

International institutions 

strong 

medium 

strong 

medium 

medium 


•Sources of weakness are italicized. 


the twenty-first century. But barring such changes, the 
United States is likely to retain a full range of power 
resources considerably greater than those of the other 
countries, and the Soviet Union may lose its super¬ 
power status. In this sense, the coming century may see 
continued American preponderance. Although many 
observers believe that the United States will maintain 
its preeminence in the twenty-first century, 1 this book 
argues that U.S. hegemony is not likely. Rather, the 
United States and other countries are likely to see major 
changes in the sources of power in world politics, which 
will force them all to face new difficulties in achieving 
their goals. 


INTERDEPENDENCE AND CHANGING 
POLITICS 

As earlier chapters have shown, the United States is 
likely to retain its superpower status in terms of tradi¬ 
tional resources. However, as we saw in chapter 1, proof 
of power lies not in resources but in the changed 
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behavior of nations. Thus, the critical question for the 
future United States is not whether it will start the next 
century as a superpower with the largest supply of 
resources, but to what extent it will be able to control 
the political environment and to get other nations to do 
what it wants. The tasks involved in maintaining super¬ 
power status will become more complicated in the com¬ 
ing decades, involving a far broader range of issues and 
a wider variety of players. 

Some trends in world politics suggest that it will be 
more difficult in the future for <my great power to con¬ 
trol the political environment and to achieve what it 
wants from others. The problem for the United States 
will be less the rising challenge of another major power 
than a general diffusion of power. Whereas nineteenth- 
century Britain faced new challengers, the twenty-first- 
century United States will face new challenges. 

As world politics becomes more complex, the power 
of all major states to achieve their purposes will be 
diminished. To understand what is happening to the 
United States today, the distinction between power over 
other countries and power over outcomes must be clear. 
Although the United States still has leverage over par¬ 
ticular countries, it has far less leverage over the more 
complex system as a whole. It is less well placed to 
attain unilaterally the goals it prefers, but it is not alone 
in this situation. All states will have to confront the 
changing nature of world politics in the future. Such 
changes, however, are not entirely new. For example, 
the rapid growth of private actors operating across 
international borders, whether large corporations or 
political groups, was widely recognized in the early 
1970s. One analyst, Seyom Brown, saw the emergence 
of “a polyarchy in which nation-states, subnational 
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groups, and transnational special interests and commu¬ 
nities would all be vying for the support and loyalty of 
individuals, and conflicts would have to be resolved pri¬ 
marily on the basis of ad hoc bargaining in a shifting 
context of power relationships.” 2 Even Henry Kissinger, 
with his deeply rooted belief in classical balance-of- 
power politics, argued in 1975 that “we are entering a 
new era. Old international patterns are crumbling. . . . 
The world has become interdependent in economics, in 
communications, in human aspirations.” 3 

By the late 1970s, however, the American mood in 
politics had shifted. Iran’s seizure of the American 
embassy and the Soviet invasion of Afghanistan in 1979 
seemed to restore the role of military force and the pri¬ 
macy of the traditional security agenda. Ronald 
Reagan’s election to the presidency accentuated these 
trends in the early 1980s. The U.S. defense budget 
increased in real terms for five straight years, arms con¬ 
trol was downgraded, and nuclear forces and deterrence 
aroused public anxieties. Conventional military force 
was used successfully, albeit against the extremely weak 
states of Grenada and Libya. The shifting agenda of 
world politics discredited the 1970s’ concern with inter¬ 
dependence and restored the traditional emphasis on 
military power. But the world of the 1980s was not a 
return to the 1950s. Public mood shifted more than 
power resources. Interdependence in finance and trade 
continued to increase rapidly, and trade deficits and 
international debt put new pressures on governments. 
Despite the political rhetoric of the time, the relations 
between the two superpowers did not return to the 
Cold War period. In the 1980s, the United States and 
Soviet Union had far more contact and communication, 
both private and governmental, than had ever existed 
in the 1950s. 4 
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In a sense, the difference between the 1970s and 
1980s was merely the latest oscillation of a recurring 
argument between realists and liberals over interna¬ 
tional relations. 5 Realism, with its focus on states’ use 
of military force to balance power in the international 
system of states, has been the dominant strand, dating 
back to such classic philosophers as Thucydides, Machi- 
avelli, and Hobbes. The liberal tradition has been the 
secondary strand, associated with such thinkers as Gro- 
tius, Cobden, and Woodrow Wilson. It stresses the 
impact on states of societal contacts, economic inter¬ 
dependence, and international institutions. In their sim¬ 
plest form, liberal theories of stability have been easily 
discredited. A high level of trade, for example, did not 
prevent the great powers from going to war in 1914, and 
the League of Nations’ collective security system did 
not prevent the outbreak of World War II in 1939. 
However, the sharp disagreement between the two ap¬ 
proaches to international affairs is overstated. Realists 
tend to take national interests for granted, whereas lib¬ 
erals note how interdependence and international insti¬ 
tutions influence states’ definitions of their national 
interests. How states define their national interests and 
how those interests change have always been weak areas 
in the realist approach. The latter approach also does not 
recognize how contacts among different societies can in¬ 
troduce new ideas about national interests. 6 

According to Robert Gilpin, “one must inquire 
whether or not twentieth-century students of interna¬ 
tional relations know anything that Thucydides and his 
fifth-century compatriots did not know about the 
behavior of states.”' Gilpin has a point. International 
politics does not appeal to a higher government to set¬ 
tle its conflicts. In this realm of self-help, force is an 
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ultimate, if expensive, alternative, and those states that 
ignore military force and balances of power do so at 
their own peril. Such security dilemmas have existed 
since the time of Thucydides and they continue today, 
but modern technology and growth have added new 
elements of economic and ecological interdependence 
to the age-old dilemma. After all, Thucydides never 
worried about global debt, nuclear winter, or the deple¬ 
tion of the world’s ozone layer. 

CONTINUITY VERSUS CHANGE 

The appropriate response to the changes occurring in 
world politics today is not to discredit the traditional 
wisdom of realism and its concern for the military bal¬ 
ance of power, but to realize its limitations and to sup¬ 
plement it with insights from the liberal approach. 

In the traditional realist view, states were the only 
significant actors in world politics and only a few large 
states really mattered. But today there are more than 
three times as many states as there were in 1945. More¬ 
over, other types of actors are becoming increasingly 
important. Although they lack military power, transna¬ 
tional corporations have enormous economic resources. 
Twenty corporations today have annual sales greater 
than the GNPs of eighty states. The annual profits of 
IBM and Shell, for example, are each larger than the 
central government budgets of the Philippines, Peru, or 
Yugoslavia. 8 Multinational corporations are sometimes 
more relevant to achieving a country’s goals than are 
other states. In terms of economic growth, the annual 
overseas production by such corporations exceeds the 
value of international trade. 9 In a regional context, a 
portrait of the Middle East conflict that did not include 
the superpowers would be woefully inadequate, as 
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would a description that did not tell of transnational 
Jewish groups, oil companies, and terrorist organiza¬ 
tions. Thus, the issue is not whether state or nonstate 
actors are more important—states usually are—but that 
more complex potential coalitions of actors affect out¬ 
comes in modern times. 

With the changing actors in world politics come their 
changing goals. In the traditional view, states give prior¬ 
ity to military security to avoid threats to their survival. 
Today, however, states must consider new dimensions 
of security. National survival is rarely at stake, and most 
people want to feel secure in more than just survival. 
Most modern national security policies are designed to 
ensure economic welfare, group automony, and political 
status in addition to physical survival within national 
boundaries. Indeed, some security policies, such as 
nuclear deterrence, increase the risk to physical survival 
so that greater enjoyment of the other values may be 
attained. 

National security has become more complicated as 
threats have shifted from military ones (that is, threats 
against territorial integrity) to economic and ecological 
ones. For example, Canadians today are not afraid that 
U.S. troops will burn Toronto for a second time (as in 
1813); they fear that Toronto will be programmed into 
a backwater by a Texas computer. 10 The forms of vul¬ 
nerability have increased, and there are trade-offs among 
policies designed to deal with different vulnerabilities. 
The United States, for instance, could increase its 
energy security militarily by developing its rapid deploy¬ 
ment force and sending it to the Persian Gulf, but it 
could also accomplish the same goal by enlarging its 
strategic petroleum reserve, by imposing a gasoline tax 
to encourage conservation at home, and by improving 
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cooperation in institutions like the International Energy 
Agency. 

In the traditional view, military force is the dominant 
instrument of power. Although force remains the ulti¬ 
mate form of power in a self-help system, it has become 
more costly for modern great powers to use than in 
earlier centuries. Other instruments such as commu¬ 
nications, organizational and institutional skills, and 
manipulation of interdependence have become impor¬ 
tant instruments of power. Contrary to some rhetorical 
flourishes, interdependence does not mean harmony. It 
is mutual dependence that is often unevenly balanced. 
The less-dependent or less-vulnerable party in an inter¬ 
dependent relationship can often derive power from 
threats to manipulate that interdependence. Just as the 
less enamored of two lovers may use that lesser depen¬ 
dence to manipulate the other, the less vulnerable of 
two states may use subtle threats to the relationship as 
a source of power. Interdependence is often balanced 
differently in different issues, such as security, trade, 
and finance. Thus, creating and resisting linkages 
between issues where a nation is either less or more 
vulnerable than the other becomes part of the power 
game. Political leaders use international institutions to 
discourage or promote such linkages; they shop for the 
forum that best suits their interests in defining the 
scope of an issue. 11 

As the instruments of power are changing, so are the 
strategies used to achieve goals. Realists see the goal of 
security and the instrument of military force as linked 
by a strategy of balancing power. States wishing to pre¬ 
serve their independence from military threat follow a 
balancing strategy to limit the relative power of other 
states. Relative military power is a zero-sum game—one 
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side’s gain is necessarily the other’s loss. Today, how¬ 
ever, economic and ecological issues involve large ele¬ 
ments of joint gain that can be achieved only through 
cooperation. These issues are often critical to the re- 
election of political leaders. A French president today 
would not interfere with Germany’s increased eco¬ 
nomic growth because economic interdependence 
means that German growth is critical to French eco¬ 
nomic growth. The French decision to forego an inde¬ 
pendent macroeconomic policy and remain in the 
European monetary system in the early 1980s is one 
example of such interdependence. Some believe that 
this Common Marketization of international politics will 
become typical. :: Thus, although balance of power is 
still an alternative strategy, it is far more limited today 
than in the past. 

Traditional accounts of world politics often refer to 
an international system that results from the balancing 
strategies of states. Although to a point we can usefully 
speak of bipolarity and multipolarity, today different 
issues in world politics have different distributions of 
power; that is, different power structures. Military 
power, particularly at the nuclear level, remains largely 
bipolar in its distribution. But in trade, where the Euro¬ 
pean Community acts as a unit, power is multipolar. 
Ocean resources, money, space, shipping, and airlines 
each have somewhat different distributions of power. 
The power of states varies as well, as does the signifi¬ 
cance of nonstate actors in different issues. For exam¬ 
ple, the politics of the international debt cannot be 
understood without considering the power of private 
banks. If military power could be transferred freely 
across economic and ecological issues, these different 
structures would not matter, and the overall hierarchy 
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determined by military strength would accurately pre¬ 
dict outcomes in world politics. But military power is 
more costly and less fungible today than in earlier times. 
Thus, there is more diversity in the hierarchies that 
characterize different issues. The games of world poli¬ 
tics are being played by different actors with different 
piles of chips at different card tables. They can transfer 
winnings among tables, but often only at a considerable 
discount. 13 The military game and the overall structure 
of the balance of power dominate when the survival of 
states is clearly at stake, but in much of the agenda of 
modern world politics, physical survival is not the most 
pressing issue. 

To evaluate American power at the end of the twen¬ 
tieth century, it is necessary to understand the chang¬ 
ing nature of world politics. Strong elements of 
continuity make concern for the traditional military 
instruments and balance-of-power strategies a necessary 
condition for a successful policy. But new elements in 
the modern world contribute to the diffusion of power 
away from all the great powers. Thus, any successful 
strategy must incorporate both continuity and change. 


POWER DIFFUSION 

The great powers of today are less able to use their tra¬ 
ditional power resources to achieve their purposes than 
in the past. On many issues, private actors and small 
states have become more powerful. At least five trends 
have contributed to this diffusion of power: economic 
interdependence, transnational actors, nationalism in 
weak states, the spread of technology, and changing 
political issues. 14 
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The changing technology of communications and 
transportation in recent times has had a revolutionary 
effect on economic interdependence. A century ago, it 
took two weeks to cross the Atlantic; in 1927, Lind¬ 
bergh did it in thirty-three hours; today, the Concorde 
flies across in three hours. Modern telecommunications 
are instantaneous, and satellites and fiber-optic cables 
have led to a tenfold increase in overseas telephone calls 
in the last decade. 15 The declining costs of transporta¬ 
tion and communication have revolutionized global 
markets and accelerated the development of transna¬ 
tional corporations that transfer economic activity across 
borders. World trade has grown more rapidly than world 
product, increasing its importance in all major econ¬ 
omies. In the United States, trade has more than dou¬ 
bled its role in the economy over the past two decades. 
Changes in financial markets are even more dramatic. 
International monetary flows are some twenty-five times 
the world’s average daily trade in goods. The rapid 
expansion of Eurocurrency and Eurobond markets (that 
is, currencies held outside their home country) has 
eroded the capacity of national authorities to control 
their capital markets. In 1975, foreign exchange markets 
handled some $10 to $15 billion daily; a decade later, 
they handled $200 billion daily. “With money pouring 
across their borders at such unprecedented rates, the 
capacity of national monetary authorities to influence 
their national money supplies, to affect their national 
exchange rates, or even to supervise their banking sys¬ 
tems has been reduced to new low levels.” 16 Although 
governments can intervene in such markets, if they do 
so with a heavy hand they will incur enormous costs in 
their own economic growth and risk unintended effects. 
The efforts of the U.S. government in the 1960s to slow 
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the export of capital by U.S.-based multinational firms 
encouraged those firms to keep and borrow dollars out¬ 
side the United States. The result was the rapid bur¬ 
geoning of Eurocurrency markets. As William WoodrufF 
observed, “the integrative role in world finance which 
London held in the nineteenth century has not passed 
to Washington. It rests today in the banks of the inter¬ 
national capital market and the international money 
market, and by and large it is outside the jurisdiction of 
any government.” 17 More recently, when the United 
States and Britain pressed Japan to liberalize its finan¬ 
cial regulations, the unintended effect was the unleash¬ 
ing of Japanese financial firms, which led to Tokyo’s 
edging past London as the largest financial market. 18 

In addition to constraining the way states pursue their 
national interests, transnational actors affect the way 
such interests are initially defined. Transnational invest¬ 
ment creates new interests and complicates the coali¬ 
tions that contend in world politics. For example, 
Honda America “is steadily turning into an American 
carmaker, indeed an American company.” 19 It plans to 
export 50,000 cars annually to Japan in the early 1990s. 
American politicians are now pressing Europeans to 
allow access to the European market for Japanese auto¬ 
mobiles produced in the United States. In other words, 
a transnational investment changed an American inter¬ 
est. 

The American case is not unique. 20 For years, France 
restricted Japanese automobiles to 3 percent of the 
French market (the same percentage as the French 
automakers’ share of the Japanese market) and restricted 
investment by Japanese companies in France. When 
Japanese automakers began to establish plants in other 
European countries that could export to France, the 
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French government dropped its restrictions on Japanese 
automakers. A transnational investment changed a long¬ 
standing French policy. The diffusion of power to pri¬ 
vate transnational actors and the resulting complication 
of national interests is likely to continue, even though 
it is not well recognized in many comparisons of the 
power resources of major states. 

The process of modernization, urbanization, and 
increased communication in developing nations has also 
diffused power from government to private actors. 21 As 
we saw in chapter 1, military power is more difficult to 
apply today than in the past because social awakening 
has increased nationalism in otherwise poor or weak 
states. This increased social mobilization makes military 
intervention and external rule more costly. The nine¬ 
teenth-century great powers carved out and ruled colo¬ 
nial empires with a handful of troops. In 1953, the 
United States was able to restore the shah of Iran to his 
throne by a minor covert action. It is hard to imagine, 
however, how many troops would have been needed to 
restore the shah in the socially mobilized and national¬ 
istic Iran of 1979. The United States and the Soviet 
Union found the costs of maintaining troops in Viet¬ 
nam and Afghanistan unsupportable. In each case, the 
cause was less an increase in the power of a weaker 
state than the costliness for outsiders of ruling socially 
mobilized and nationalistic populations. 

Another trend in the diffusion of power is related to 
a strengthening of weak states. The spread of modern 
technology has enhanced the capabilities of backward 
states. While the superpowers have kept a large lead in 
military technology, the forces that many Third World 
states can deploy in the 1990s makes regional interven¬ 
tion more costly than in the 1950s. In addition, at least 
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a dozen Third World states have developed significant 
arms exports: “The proliferation of Third World pro¬ 
ducers has been paralleled by a widespread desire for 
diversification among arms recipients in an effort to gain 
leverage on their major or sole suppliers.” 22 When arms 
are supplied from outside, the supplier often has lever¬ 
age through technical assistance, spare parts, and 
replacements. The growth of indigenous arms indus¬ 
tries removes that leverage. 

In addition, more countries are acquiring sophisti¬ 
cated weapons capabilities. Today, twenty countries 
have the capability to make chemical weapons, and by 
2000 an estimated fifteen Third World nations will be 
producing their own ballistic missiles. 2? Five states had 
the bomb when the Nuclear Non-Proliferation Treaty 
was signed in 1968, and now India, Pakistan, Israel, and 
South Africa also have some nuclear capability. Brazil, 
Argentina, and several others might develop military 
nuclear capabilities within a decade. However, a small 
nuclear capability will not make these states contenders 
for global power; in fact, it may increase the risks they 
face if their neighbors follow suit or if the weapons fall 
into the hands of rebel groups. Nuclear capability would 
enhance these states’ regional power and increase the 
potential costs of regional intervention by larger pow¬ 
ers. 24 Technology also enhances the power of private 
groups. For instance, handheld anti-aircraft missiles 
helped guerrillas in Afghanistan and new plastic explo¬ 
sives are effective tools for terrorists. 

The ability of great powers to control their environ¬ 
ments despite impressive traditional power resources is 
also diminished by the changing nature of issues in 
world politics. Increasingly, the issues today do not sim¬ 
ply place one state against another; they are issues in 
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which all states try to control nonstate transnational 
actors. The solutions to many current issues of trans¬ 
national interdependence will require collective action 
and cooperation among states. These include ecological 
changes (acid rain and global warming), health epidem¬ 
ics (AIDS), illicit trade in drugs, and control of terror¬ 
ism. Such issues are transnational because they have 
domestic roots and because they cross international bor¬ 
ders. As the nuclear accident at the Soviet reactor in 
Chernobyl showed, even a domestic issue like the safety 
of nuclear reactors can suddenly become' a transna¬ 
tional issue. 

Although force may sometimes play a role, traditional 
instruments of power are rarely sufficient to deal with 
the changing issues in world politics. New power 
resources, such as the capacity for effective commu¬ 
nication and for developing and using multilateral 
institutions, may prove more relevant. Moreover, coop¬ 
eration will often be required from small, weak states 
not fully capable of managing their own domestic drug, 
health, or ecological problems. For example, the United 
States could not use its traditional power resources to 
force Peru to curtail the production of cocaine if a weak 
Peruvian government cannot control private gangs of 
drug dealers. And, if the American government cannot 
control the U.S. demand, a transnational market for 
cocaine will continue. This complexity does not make 
traditional power resources irrelevant. To the contrary, 
economic assistance and military force can play roles in 
coping with terrorism, proliferation, or drugs. But the 
ability of any great power to control its environment 
and to achieve what it wants often is not as great as 
traditional power indicators suggest. 

The United States may remain preponderant at the 


188 


NEW CHALLENGES 


end of the century, but Americans are unlikely to feel 
hegemonic. Compared to the 1950s, the U.S. ability to 
control international financial markets has diminished, 
America’s vulnerability to disruptions in oil markets 
remains, more countries are potential suppliers of 
nuclear and military technology, and a host of new 
transnational problems have arisen. Military and eco¬ 
nomic power can still be brought to bear on such issues 
if policies are formulated intelligently. Such policies 
should not lead to withdrawal from geopolitical alliances, 
for this would mean giving up a source of influence with¬ 
out reducing interdependence on transnational issues. 
But the policies should focus more on international in¬ 
stitutions, their implications for linkages among issues, 
and the domestic bases of American strength to deal with 
transnational interdependence. 


POWER REVISITED 

Power is becoming less fungible, less coercive, and less 
tangible. Modern trends and changes in political issues 
are having significant effects on the nature of power 
and the resources that produce it. Co-optive behavioral 
power—getting others to want what you want—and soft 
power resources—cultural attraction, ideology, and 
international institutions—are not new. In the early 
postwar period, the Soviet Union profited greatly from 
such strategic software as Communist ideology, the 
myth of inevitability, and transnational Communist 
institutions. Yet various trends today are making co- 
optive behavior and soft power resources more impor¬ 
tant. 25 
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DIMINISHED FUNGIBILITY 

The fragmented structure of world politics among dif¬ 
ferent issues has made power resources less fungible; 
that is, less transferable from one issue to another. 
Money is fungible, in that it can be easily converted 
from one currency to another. Power has always been 
less fungible than money, but it is even less so today 
than in earlier periods. 26 In the eighteenth century, a 
monarch with a full treasury could purchase infantry, 
which allowed the conquest of new provinces, which, 
in turn, could enrich the treasury. That simple process 
comes close to describing the situation in 1740 when 
Frederick II of Prussia went to war to seize Austria’s 
province of Silesia. Today, however, the direct use of 
force for economic gain is generally too costly and dan¬ 
gerous for modern great powers. Even short of aggres¬ 
sion, the translation of economic into military power 
resources may be very costly. For instance, there is no 
economic obstacle to Japan’s developing a major nuclear 
or conventional force, but the political cost both at 
home and from the reaction of other countries would 
be considerable. Militarization might then reduce rather 
than increase Japan’s ability to achieve its purposes. 

Because power is a relationship, by definition it 
implies some context. Diminished fungibility means that 
specifying the context is increasingly important in esti¬ 
mating the actual power that can be derived from 
power resources. More than in previous times, one must 
ask the question, “Power for what?” Yet at the same 
time, because world politics has only partly changed and 
the traditional geopolitical agenda remains relevant, 
some fungibility of military power remains. The protec¬ 
tive role of military force is a relevant asset in bargain¬ 
ing among states. One example is the dependence of 
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conservative oil-producing states on the United States 
for their security, which limited their leverage on the 
United States during the 1973 oil crisis. The United 
States still serves as an ultimate guarantor of the mili¬ 
tary security of Europe and Japan, and that protection 
creates a power resource in the complex bargaining 
among its allies. In general, this need for protection 
makes American influence greater. 2 Even in the new 
context of a reduced Soviet threat, this resource may be 
useful as a source of American influence. In the con¬ 
text of the Cold War, the United States often worried 
about the frailty of its allies and tended to sacrifice 
some economic interests in the effort to contain the 
perceived Soviet threat. In the new context, though, if 
the United States worries less about the Soviet threat 
than its allies do, it might be able to demand more of 
its allies. 

REDUCED COERCION 

Another effect of changing world politics is that 
power behavior is becoming less coercive, at least 
among the major states. The present spectrum of coer¬ 
civeness in the instruments of power ranges from dip- 
'omatic notes to economic threats to military coercion. 
In earlier periods, the costs of coercion were relatively 
low. Force was acceptable and economies were less 
interdependent. Early in this century, the United States 
sent in marines and customs agents to collect debts in 
some Caribbean countries. But under current condi¬ 
tions, the use of force against small countries like Nic¬ 
aragua and Panama is more costly. 

Manipulation of interdependence under the current 
conditions is also more costly. Economic interdepen¬ 
dence usually carries some benefits in both directions. 
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Threats to disrupt the relationship, if carried out, could 
be very expensive. For example, Japan might want the 
United States to reduce its budget deficit, but a threat 
to refuse to buy American Treasury bonds would likely 
disrupt financial markets and have enormously costly 
effects on Japan as well as on the United States. 
Because the more threatening and coercive applications 
of power tend to be more costly, the less threatening 
types of power resources are becoming more useful. 

As we saw in chapter 1, co-optive power is the ability 
of a nation to structure a situation so that other nations 
develop preferences or define their interests in ways con¬ 
sistent with one's own nation. This type of power tends 
to arise from such resources as cultural and ideo¬ 
logical attraction as well as the rules and institutions 
of international regimes. 28 As a European observer notes, 
American cultural attraction is much greater than Brit¬ 
ain's was: “British hegemony did not involve the spread 
of a way of life for the broad masses, probably only for 
elite strata of imperialist gentlemen. U.S. hegemony, on 
the other hand, has included such a distinct way of life." 29 
The United States has more co-optive power than other 
countries in the international system. Institutions govern¬ 
ing the international economy, such as the International 
Montary Fund and the General Agreement on Tariffs 
and Trade, tend to embody the liberal free-market prin¬ 
ciples that coincide in large measure with American so¬ 
ciety and ideology. The United States has “succeeded in 
creating an institutionalized political framework for world 
capitalism," 30 as well as a framework that has permitted 
the development of transnational corporations. For ex¬ 
ample, in the 1970s, the United States resisted a restric¬ 
tive UN code for transnational corporations and instead 
supported a liberal code within the more sympathetic Or- 
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ganization for Economic Cooperation and Development 
(OECD). The United States has also pressed for the lib¬ 
eralization of trade in services such as banking, insurance, 
transportation, advertising, and consulting. In 1985, U.S. 
pressure persuaded the OECD countries to commit 
themselves to liberalized transborder data flows. 51 

The international institutions that the United States 
helped to establish have not merely affected the way 
other states pursue their interests but also how they 
understand their own behavior and define their national 
interests. 52 These international laws and institutions 
affected domestic politics in Europe and Japan and have 
helped shape their approaches to international issues. 
This similarity in definitions of interests between the 
United States and its allies reduced the degree of 
potential divergence. Of course, conflicts over interests 
continue to exist inside international institutions, but 
the general principles are accepted. And, after all, it is 
usually easier to haggle over price than over principle. 
Such regimes do not rest on coercion. A good deal of 
their success rests on the fact that the United States 
used them to pursue purposes that others sought as 
well. 

Multinational corporations are another source of co- 
optive power. Susan Strange argues that U.S. power in 
the world economy has increased as a result of trans¬ 
national production: “Washington may have lost some 
of its authority over the U.S.-based transnationals, but 
their managers still carry U.S. passports, can be subpoe¬ 
naed in U.S. courts, and in war or national emergency 
would obey Washington first. Meanwhile, the U.S. gov¬ 
ernment has gained new authority over a great many 
foreign corporations operating inside the United States. 
All of them are acutely aware that the U.S. market is 
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the biggest prize.” 33 This power arises in part from the 
fact that 40 percent of the largest multinational corpo¬ 
rations are headquartered in the United States (com¬ 
pared to 16 percent in Japan) and in part from the 
importance of the American market in any global cor¬ 
porate strategy . 3,4 Multinational corporations have their 
own interests, which are often distinct from those of 
both the home and host countries in which they oper¬ 
ate. Steven Kobrin points out that as the operations and 
strategies of such corporations have become more truly 
multinational, the ability of the U.S. government to use 
them as coercive instruments has diminished. 3 ’ None¬ 
theless, in terms of co-optive power, the origin of mul¬ 
tinational firms in the United States has had a number 
of subtle influences. As Susan Strange asks, “is it more 
desirable that Americans should wear blue collars and 
mind the machines or that they should wear white col¬ 
lars and design, direct and finance the whole opera¬ 
tion?” 36 

American culture is also a relatively inexpensive and 
useful soft power resource. Obviously, certain aspects of 
American culture are unattractive to other peoples, and 
there is always danger of bias in evaluating cultural 
sources of power. But American popular culture embod¬ 
ied in products and communications has widespread ap¬ 
peal.' Nicaraguan television played American shows even 
while the government fought American-backed guerrillas. 
Similarly, Soviet teenagers wear blue jeans and seek 
American recordings, and Chinese student protesters 
used a symbol that resembled the Statue of Liberty dur¬ 
ing the 1989 uprisings. While the Chinese government 
launched official protests against U.S. interference, 
Chinese citizens were “as interested as ever in American 
democracy, American novels, even in break dancing.” ,s 
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Young Japanese who have never been to the United 
States wear sports jackets with the names of American 
colleges. Of course, there is an element of triviality and 
fad in popular behavior, but it is also true that a country 
that stands astride popular channels of communication 
has more opportunities to get its messages across and to 
affect the preferences of others. 39 According to UNESCO 
studies, the United States exported seven times more tel¬ 
evision shows than the next country (Britain) and had the 
only global network for film distribution. Although Amer¬ 
ican films account for only 6 or 7 percent of all films 
made, they occupy about 50 percent of world screen time. 
More generally, in 1981, “the United States was respon¬ 
sible for 80 percent of world-wide transmission and pro¬ 
cessing of data.” 40 
As one British scholar puts it, 

the American language has become the lingua franca of the 
global economy and of transnational social and professional 
groups. Whatever the Japanese economy may achieve, the 
Japanese language will never rival English. . . . American 
universities [have] come to dominate learning and the major 
professions not only because they have numbers and 
resources of libraries and finance but also because their work 
is conducted in English. By comparison with this predomi¬ 
nance in the knowledge structure, any loss of American capa¬ 
bility in industrial manufacturing is trivial and unimportant . 41 

Japanese consumer products and cuisine have recently 
become increasingly fashionable on a global scale. They 
seem less associated with an implicit appeal to a broader 
set of values, however, than in the case of American 
domination of popular communication. In part, this may 
reflect the inward orientation of Japanese culture. While 
Japan has been extraordinarily successful at accepting 
foreign technology, it has been far more reluctant to 


The Transformation of Power 


195 


accept foreigners. Japan’s relations with China, for 
example, have been hampered by cultural insensitivi¬ 
ties.** 2 As we saw in chapter 5, many Japanese are con¬ 
cerned about their lack of “internationalization” and the 
absence of a broader message. 

While Americans can also be parochial and inward- 
oriented, the ethnic openness of the American culture 
and the political appeal of the American values of 
democracy and human rights are a source of interna¬ 
tional influence that European nations have to a lesser 
degree and Communist countries have largely lost. 
Compared to Japan and Europe, America’s relative 
openness to immigrants is a source of strength. Accord¬ 
ing to European scholar Ralf Dahrendorf, it is “relevant 
that millions of people all over the world would wish to 
live in the United States and that indeed people are 
prepared to risk their lives in order to get there.” 43 
Maintaining this appeal is important as well. After Pres¬ 
ident Bush criticized the Chinese government for kill¬ 
ing student protesters in China in 1989, “ordinary 
Chinese have never seemed so supportive of the United 
States as in the last few days.” Newspaper accounts 
noted that unlike earlier periods, “private attitudes seem 
to have been detached from official relations.” 44 When 
ideals are an important source of power, the classic dis¬ 
tinction between realism and liberalism becomes 
blurred. The realist who focuses only on the balance of 
hard power resources will miss the power of transna¬ 
tional ideas. 

REDUCED TANGIBILITY 

The changing nature of international politics has 
also made intangible power resources more important. 
National cohesion, universalistic culture, and interna- 
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tional institutions are taking on additional significance. 
Intangibility also characterizes important aspects of 
the economic power resources that underlie command 
power: “Power is passing to the ‘information-rich’ 
instead of the ‘capital-rich.’ Indeed, it is information 
which unlocks the door giving access to credit, not the 
mere possession and accumulation of capital.” 45 

Information is becoming more and more plentiful, but 
the flexibility to act first on new information is rare. 
Information becomes power, especially before it spreads. 
Thus, a capacity for timely response to new informa¬ 
tion is a critical power resource. In the context of an 
information-based economy, raw materials are less 
important and organizational skills and flexibility are 
more important. Product cycles are shortening and 
technology is moving toward “totally flexible production 
systems, in which the craft-era tradition of custom¬ 
tailoring of products” will be incorporated into modern 
manufacturing plants. 46 Japan has been particularly 
adept at pioneering such flexible manufacturing pro¬ 
cesses; the United States and Europe need to do more, 
and the Soviet Union and China lag seriously behind. 

Timely response to information is not only important 
to manufacturing leadership but also in critical services 
such as finance, insurance, and transportation. In the past, 
markets were determined by the limits of transportation 
and communication between buyers and sellers. Today, 
however, the “new means of communication allow infor¬ 
mation on market trends to be immediately accessible to 
buyers and sellers worldwide.” 47 Satellites and fiber-optic 
cables instantaneously and continuously link people 
watching little green screens in London, Tokyo, and New 
York. The fact that the Soviet Union and China do not 
significantly participate in these transnational credit mar- 
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kets is a serious deficiency in their access to intangible 
aspects of power. In the 1980s, other governments such 
as Britain and Japan had to follow American trends in 
the deregulation of money markets and financial opera¬ 
tions to preserve their positions in these important 
markets. 

Intangible changes in knowledge also affect military 
power. Traditionally, governments have invested in hu¬ 
man espionage. Now major powers like the United 
States and the Soviet Union have continuous photo¬ 
graphic and electronic surveillance from space, which 
provides quick access to a variety of economic, political, 
and military information. Other nations such as France 
are beginning to make some low-resolution satellite 
information commercially available, but the United 
States leads in high-resolution information. 

With time, knowledge and technology will spread. Gov¬ 
ernment secrecy classifications and export regulations on 
shipments to the Soviet Union, or the restrictions on sen¬ 
sitive technologies essential to nuclear or missile produc¬ 
tion can slow but not fully stem such flows. Thus, the 
critical question again is one of time. If the United States 
can keep its lead time in critical military technologies, it 
matters less that they will eventually reach the Soviet 
Union a decade later. And the United States can use the 
time gained by slowing broader flows of nuclear technol¬ 
ogy in order to strengthen institutions like the Non- 
Proliferation Treaty, or by trying to alleviate regional 
conflicts. Being first in the possession of information is a 
source of power only if it is coupled with the capability 
for timely response. 

Another intangible aspect of power arises in the con¬ 
text of interdependence. The “power of the debtor” has 
long been known: If you owe a bank $10,000, the bank 
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has power over you. But if you owe $10 million, you 
have power over the bank. Thus, if a relationship is 
beneficial to both parties, the possibility that the weaker 
side might collapse under pressure limits the power of 
the ostensibly stronger partner. That is the “power of 
the weak.” Interdependence creates a power situation 
poorly described by the overt distribution of economic 
resources. But the ability of the ostensibly stronger state 
may be limited by the greater organization and concen¬ 
tration of the smaller state. This difference helps to 
account for Canada’s surprising degree of success in 
bargaining with the United States. 48 If, however, Mex¬ 
ico or some Caribbean states became too weak to deal 
with internal poverty or domestic problems, transborder 
flows of migrants, drugs, or contraband might create a 
new foreign policy agenda for the United States. Simi¬ 
larly, developing countries that cannot prevent destruc¬ 
tion of their forests will affect the global climate, yet the 
very weakness of those states will diminish the power to 
influence them. Ironically, the current neglect of weak 
Third World nations may reduce America’s future 
power to influence them on the new transnational 
issues. The United States will have to devote more 
attention to the paradoxical power that grows out of 
political and economic chaos and weakness in poor 
countries. 

POWER CONVERSION CAPABILITIES 

A final aspect of power, power conversion capability, 
takes on a different significance in today’s political sit¬ 
uation. As noted in chapter 1, there is almost always a 
gap between a country’s potential power—measured by 
its resources—and its actual or realized power—mea¬ 
sured by the changed behavior of other nations and the 
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extent to which others share its preferences. Further, 
not all potential power can be effectively mobilized and 
converted to realized power. Prior to 1914, for example, 
Russia’s potential power was greater than its realized 
power because of its weak physical infrastructure and 
inefficient political system. 

Some countries have been more efficient at power 
conversion than others. The U.S. political system pro¬ 
motes freedom at the expense of efficiency. In the cur¬ 
rent information-based economy, which requires timely 
response to new information, American inefficiencies in 
power conversion may become overly expensive. As we 
shall see in chapter 7, domestic changes like improved 
education and less hierarchical corporations will be 
needed to improve America’s ability to mobilize its 
power resources. The gap between U.S. preponderance 
in resources and its ability to achieve its goals will con¬ 
tinue to grow if such domestic changes are ignored. 
Although some gap in power conversion is unavoid¬ 
able—such as that arising from changes in world poli¬ 
tics, altering the mix of resources that produce power— 
much of the gap will depend on future American poli¬ 
cies and choices. As the nature of power in world pol¬ 
itics continues to change, the United States will be as 
well placed as any other nation in terms of the new, 
intangible sources of power. At the same time, how¬ 
ever, the United States will need to adjust to these 
changes. It will no longer be able to use the Soviet mil¬ 
itary threat to define its national interest or to spur the 
conversion of its resources into influence. 

There are several ways that the United States can 
enhance the prospects for achieving its goals under the 
current conditions of interdependence and power dif¬ 
fusion. One is to be more modest in the selection of its 


200 


NEW CHALLENGES 


purposes and in defining its national interests. For 
example, in an age of nationalism, the United States 
cannot hope to exert great control over the internal pol¬ 
icies of other countries. It will never have the resources 
for control over developing countries that the great 
powers of earlier times possessed. Further, military 
intervention will generally be too costly. Instead, U.S. 
multilateral intervention and diplomatic pressure—such 
as that used in 1988 to assure fairness in Chile's plebi¬ 
scite—will be alternative instruments. 

The United States also will have to invest more heav¬ 
ily than in the recent past in the soft power resources 
that help to provide co-optive behavioral power. This 
includes a greater investment in international institu¬ 
tions and in domestic reforms that will enhance the 
openness and attractiveness of American political cul¬ 
ture. American social performance must become more 
in accord with professed American ideals, a task more 
easily urged than accomplished. In addition, the United 
States will need to be more attentive to transnational 
interdependence, particularly to how it increases vul¬ 
nerability to private actors, to manipulation by other 
wealthy countries, and to the problems of chaos and 
weakness in poor countries. Transnational issues are 
closely linked to domestic politics at home and abroad. 
In order to deal with such issues effectively, Americans 
will have to become less parochial and more attentive 
to external changes. Further, U.S. government interven¬ 
tion in transnational issues will require far greater coor¬ 
dination of domestic and foreign policies than in the 
past. 

Finally, the United States will need to develop its 
ability to adjust domestically to external changes. In a 
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world of transnational interdependence, any attempt by 
the United States to ignore the influences of external 
changes would be costly and ultimately futile. The 
transnational nature of interdependence means that 
Americans will have to focus more on the domestic 
bases of their international power. 


7 


Domestic 

Challenges 


A nation can lose power as a result of the rise of other 
nations or because of its own internal decay. In recent 
years, there has been growing concern that the United 
States is suffering from domestic decay, reducing its in¬ 
ternational competitiveness. Economist Paul McCracken 
writes that without improvement, "the malady under dis¬ 
cussion in the 1990s will be the American Disease.” 1 In¬ 
vestment banker Peter Peterson warns Americans that 
“for some time now the foundations of their economic 
future have been insidiously weakening.” 2 Similarly, for¬ 
mer Colorado governor Richard D. Lamm believes that 
the United States “is not at the cutting edge of compe¬ 
tition any more, and while the problem has many roots, 
to a large extent the United States is a victim of its own 
institutions.” Lamm goes on to cite Arnold Toynbee’s 
warning that the cause of the fall of a great nation “is 
always suicide.”* 
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Certainly, there are serious domestic social problems 
in the United States; critics cite a great range of problems 
from drug use to divorce rates. Many Americans lament 
the loss of the “good old days,” and psychological reac¬ 
tions to new social problems probably contribute to a 
mood of U.S. decline. It is hard to argue with certainty, 
however, that these social problems are a sign of cultural 
decay in the United States. Negative cultural changes 
have to be balanced against such improvements as in¬ 
creased life expectancy, reduced infant mortality rates, 
the reduction of racial barriers, and improved opportu¬ 
nities for women. 4 It is easy to show decay by comparing 
the good in the past with the bad in the present. A more 
convincing argument must compare a balance of social 
goods and evils today with a similar assessment of the 
past. After all, nineteenth-century America had deep so¬ 
cial problems of racism, inequality, and urban violence. 

Even then, different value judgments may lead to dif¬ 
ferent conclusions. For example, increased divorce rates 
in the United States can be interpreted as an index of 
social decay or as evidence of increased opportunity for 
women and men to escape hopeless situations that they 
previously had to endure. Moreover, it is not clear how 
such cultural judgments are related to national power. 
Since international power is the focus of this book, we 
concentrate here on those aspects of domestic change 
and politics that are clearly related to international 
competitiveness and its ability to convert power re¬ 
sources into effective influence. 


ECONOMIC SCLEROSIS ? 

Economic indicators are somewhat easier to interpret 
than cultural changes; they show that the United States 
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has many economic problems. According to an index 
constructed by the American Council on Competitive¬ 
ness, the U.S. economy is slipping. Japan has nearly 
equaled America’s absolute productivity advantage. In 

1986, U.S. manufacturing output was $32,000 per 
employee, only slightly ahead of $31,000 in Japan and 
$27,000 in Germany. While the United States remains 
the world’s largest exporter of goods and services, its 
share slipped from 12 to 10 percent between 1972 and 

1987. Technological dominance has been lost in several 
manufacturing sectors and has diminished in others. 
The annual rate of increase in labor productivity in the 
U.S. economy, which averaged 2.7 percent in the first 
two postwar decades, slipped to 1.4 percent in the 1980s. 
Although the American standard of living is still the high¬ 
est among the other summit industrial nations, it has 
grown only one-fourth as fast as the others since 1972, 
and the American lead over the other nations continues 
to narrow. The U.S. net savings rate slipped from 7.8 
percent in 1979 to 2 percent in 1987. According to Busi¬ 
ness Week in 1987, “the nation is in a growth crisis. . . . 
Both personal and national agendas that were once un¬ 
questioned suddenly seem too expensive.” 5 

At the same time, however, the American economy 
continues to possess a number of strengths. Its growth 
rate of 2.6 percent over the last two decades is respect¬ 
able. Also, as we saw in chapter 3, the American share 
of world product has not declined. The United States 
retains leadership in many high-technology products as 
well as in number of multinational corporations. It has 
a strong science and technology base, a deep-rooted 
entrepreneurial tradition, and well-developed capital 
markets. Capital is attracted to the United States 
because the markets are safe and profitable. And, con- 
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trary to conventional wisdom, the American work ethic 
remains stronger than in many industrialized democra¬ 
cies, with a majority reporting “an inner need to do the 
best job possible regardless of pay.” 6 Thus, the problem 
again is making a net assessment from contradictory 
evidence. 

In The Rise and Decline of Nations, economist Man- 
cur Olson theorizes about the causes of long-term 
domestic slowdowns. He argues that competitiveness is 
lost when the arteries of economic growth become 
clogged by the activities of special interest groups. 
Olson sees this economic arteriosclerosis occurring more 
readily in older and more stable societies than in 
younger or more recently disrupted societies, in that the 
former type is more likely to suffer a “silting up of the 
channels of economic progress” as layers of powerful 
groups protect their special interests from the creative 
changes of the marketplace. Inefficient producers, trade 
unions, and bureaucracies reach a series of deals that 
feather their own nests but curb national efficiency. 
Olson notes that Germany, Japan, France, and Italy, 
which “started anew” after 1945, grew more rapidly 
than Britain and the United States, which were less dis¬ 
rupted by World War II. Critics fault Olson’s theory for 
neglecting other causes that may explain the. postwar 
experience of the industrial economies. 8 However, his 
ideas direct attention to the question of whether scle¬ 
rosis has increased in the American economy. 

Some observers argue that a greater governmental 
role in the marketplace is an indicator of sclerosis: as 
various groups make their deals, they demand more 
redistribution by the government and more government 
expenditure. However, the validity of this argument is 
debatable because government expenditure also involves 
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investment in public goods and because it provides no 
evidence of economic sclerosis. The average govern¬ 
ment spending share of GNP for the five largest indus¬ 
trial democracies is 43 percent, compared to 37 percent 
for the United States. Moreover, this gap has widened 
somewhat since 1964, when American public spending 
was 31 percent and other countries averaged 33 per¬ 
cent. 4 Over the past two decades, government partici¬ 
pation in the American economy has not increased as 
much as it has in other advanced industrial countries. 

One way that governments protect inefficiency is by 
guarding against foreign competitors. There are large 
areas of protected activities in all democracies, such as 
agriculture in Japan, Europe, and the United States. 
There has been a change here over the last decade: the 
percentage of U.S. imports under special protection 
approximately doubled from 12 percent in 1980 to 23 
percent in 1987. 10 Nonetheless, American protectionism 
is not greater than in other industrial countries. 

If the U.S. economy were in fact becoming more 
sclerotic, there would be a significant slowing of its 
growth rate. But this is not the case. The average long¬ 
term growth of real per-capita income in the United 
States was 2 percent from 1870 to 1900, 1.7 percent 
from 1900 to 1925, and 1.9 percent from 1950 to 1980— 
hardly a sign of economic sclerosis. Robert Lipsey and 
Irving Kravis conclude that the United States has con¬ 
tinued its historical growth rate of roughly 2 percent per 
annum, and that its growth was even slightly above the 
long-term average in the 1980s. Thus, the United States’ 
post-World War II fall from top growth rankings among 
industrial countries cannot be attributed to changes in 
the American growth rate but instead to an explosion 
of economic growth in other countries. These countries 
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were catching up from their slower prewar growth rates 
and enjoying the beneficial effects that lagging econ¬ 
omies gain from the diffusion of the leading nation’s 
technology. Fortunately for the United States, gross 
fixed capital formation, which facilitates the infusion of 
new technology into the economy, has changed very lit¬ 
tle. According to Lipsey and Kravis, “it was not the 
United States that changed its ways, but the rest of the 
world.” 11 This situation has lead to more intense inter¬ 
national competition, but it is difficult to show that the 
competition was caused by economic sclerosis or 
domestic decay in the United States. 


COMPETITIVENESS 

The problem for the United States is not so much eco¬ 
nomic sclerosis or domestic decay but complacency in 
the face of new external challenges. Even if there has 
been little decline from the long-run American stan¬ 
dards of the past, those standards are not good enough 
for the future. Current levels of savings, quality of edu¬ 
cation, and patterns of research, development, and 
manufacturing will not meet the rising standards of the 
third industrial revolution, in which knowledge and 
information play the critical role. 

The pace of change has quickened. For example, the 
cost of information-processing capacity has been declin¬ 
ing for decades at the rate of 20 percent a year. 12 Forty 
percent of all new plant and equipment purchases are 
for information technology, compared to 20 percent a 
decade ago. 1 ’ Innovation is continuous and the time is 
shortening between the introduction of a new product 
and its obsolescence. According to Ralph Gomory and 
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Roland Schmitt, “a key factor in the speed of the cycle, 
as well as in the quality and cost of the product, is the 
closeness of the tie between development and manu¬ 
facturing.” 14 Even if the United States is not suffering 
a domestic decline, its domestic problems may continue 
to slow its adaptation to the higher standards of an 
information-based economy and hinder its international 
competitiveness. 

If Americans remain complacent about their future 
performance and focus only on outdated standards, the 
competitiveness problem will indeed lead to a relative 
decline of American power as well as lower living stan¬ 
dards at home. In 1989, a Massachusetts Institute of 
Technology Commission on Industrial Productivity ar¬ 
gued that parochialism is a serious problem for Ameri¬ 
can industry: “Some American companies still have 
what it takes to be the best in the world. But many 
more still do not seem to have recognized that to 
achieve this status, they will have to make far-reaching 
changes in the way they do business.” 15 In the view of 
Paul Gray, president of MIT, “the problem was not 
really understood until sometime in the '80s. And we 
now have seen efforts to turn this situation around. 
There’s been a transition from a period in which our 
competitiveness in international markets was declining 
to one in which we have made changes [that will make] 
us more competitive.” 16 Certainly, competitiveness 
became an important word in the 1980s. One study 
found that between 1983 and 1987, the term appeared 
5,700 times in the titles of newspaper and magazine 
articles. Surveys of business leaders and government 
officials show an intense concern with competitiveness, 
and public opinion polls show a similar broad aware¬ 
ness. 1 ' Of course, heightened concern is only the first 
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step toward a solution. Some U.S. policy responses 
could worsen the problem; for example, “people who 
are pessimistic about the future of America are most 
likely to oppose foreign investment and to favor trade 
restrictions.” 18 Ironically, such protectionism would 
aggravate rather than alleviate the inefficiency that con¬ 
cerns Olson and others. As the MIT Commission points 
out, the United States must export to pay for the goods 
it buys and the money it has borrowed from abroad: 
“Hiding behind the protective walls of tariffs and quo¬ 
tas is not an option; it would impoverish the United 
States and put at risk the entire international order.” 19 

Competitiveness is defined by the President’s Com¬ 
mission on Industrial Competitiveness as the ability of 
a nation to meet the test of free international markets 
while expanding real incomes at home. It implies a gen¬ 
eral ability to balance imports and exports over the long 
term without continual declines in the value of the 
dollar that cause falling real incomes at home. 20 Com¬ 
petitiveness is a useful measure of America’s overall in¬ 
ternational position, particularly in the manufacturing 
sector. 21 Further, an information-based economy is not 
entirely postindustrial, for a wide range of high-skill ser¬ 
vices from insurance to computer programming remains 
closely linked to manufacturing. Thus, maintaining a 
competitive manufacturing sector has an importance far 
beyond the one-fifth of the economy that manufactur¬ 
ing represents. 22 Improving American competitiveness 
will require, among other things, greater attention to 
productivity, research and development, education, and 
savings. 

PRODUCTIVITY 

A basic concern about the competitiveness of the 
American economy is the slowdown in the rate of 
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growth of productivity, from 2.7 percent in 1947-1968 
to 1.4 percent in the 1980s. Increased labor productiv¬ 
ity, or output per worker, is important because it pro¬ 
vides the leeway for higher wages without higher 
inflation. But an increase in productivity is not neces¬ 
sarily desirable in itself. The United States could 
increase its average labor productivity by raising mini¬ 
mum wages so that the least productive workers were 
dismissed. Output per worker would rise, but output per 
capita would fall. 23 Part of the decline of American pro¬ 
ductivity growth rates over the last decade and a half 
reflected the rapid 2-percent annual growth in the labor 
force as more women and baby boomers entered the job 
market. In Europe, the strains of the 1970s and 1980s 
were met by high rates of unemployment, but Ameri¬ 
can wages stayed low enough to keep unemployment 
down. This meant lower average output per worker in 
the United States, but “if America’s productivity record 
is just the obverse of keeping employment high, it 
might not be quite the bad news it seems.” 24 

Of course, demographic changes are not the whole 
story. Another reason the U.S. growth rate in produc¬ 
tivity dropped is the lower productivity growth rate in 
services, which account for 68 percent of GNP and 71 
percent of the jobs in the economy. Productivity growth 
in manufacturing has been much better than in ser¬ 
vices. Some services, such as haircutting and legal 
advice, are hard to automate. Improvements in other 
services, such as banking or insurance, are hard to mea¬ 
sure. Official Commerce Department figures for the 
1980s show U.S. manufacturing productivity growing 
at 3.3 percent per year, and manufacturing actually in¬ 
creasing from 21 to 22 percent of GNP. Critics argue 
that the official figures reflect measurement problems, 
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and that the real growth of manufacturing productivity 
was 2.8 percent per year. 25 In either case, the data 
do not support the frequently expressed fears of de¬ 
industrialization in the United States. Moreover, esti¬ 
mates of productivity in the service sectors of the 
economy should be used cautiously. 

Another factor contributing to America’s declining 
productivity rates is the tendency of different countries’ 
growth rates to converge over time as late starters catch 
up with the leaders and exhaust the extra benefits of 
imported technology. That is, as other countries have 
moved closer to the United States in their level of 
development, their rates of productivity growth have 
tended to decline. 26 The speed of modern communica¬ 
tions and the scale of transnational corporations in the 
postwar era tend to diffuse technology more rapidly and 
to speed up convergence rates. Economist William Bau- 
mol believes that “if we examine our current economic 
situation in the context of the last century of economic 
progress, the crisis seems not nearly so severe. [While] 
our productivity growth rate does require careful atten¬ 
tion, there is no basis for the fear that the nation has 
entered a period of permanent and disastrous decline.” 27 
But to remain ahead, the United States will have to 
improve its productivity. Among other things, this will 
require increased savings and investment, better use of 
human resources, improved industrial practices, and 
new technology. 28 

RESEARCH AND DEVELOPMENT 

Although difficult to measure, most economists agree 
that technological innovation plays a major role in a 
nation’s productivity growth. Technology remains an 
area of impressive American strength, but the United 
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States has nothing like the enormous lead it held in the 
early postwar period. Before the war, however, U.S. 
technology was seldom much better than foreign tech¬ 
nology, and in 1940, total expenditure on research and 
development represented only six-tenths of 1 percent of 
American GNP. 29 As Harvey Brooks observes, “the U.S. 
emerged after World War II as the only country that 
possessed the industrial infrastructure required for the 
rapid assimilation and commercialization of the new 
technologies arising out of wartime research and devel¬ 
opment and out of the subsequent intensive develop¬ 
ment efforts stimulated by the Cold War.” 50 

Not surprisingly, the effects of World War II, partic¬ 
ularly the early advantages, diminished over time. For 
example, while Americans accounted for 65.7 percent 
of U.S. patents in 1970, their share fell to 54 percent in 

1986. Although increased foreign patenting may be an 
indicator of the growing importance of the American 
market as well as an index of innovative capability, it is 
also cause for concern. The American surplus of high- 
technology exports over imports shrank from $6 billion 
per year in the early 1970s to less than $1 billion in 

1987. As we saw in chapter 3, the American share of 
high-tech exports dropped from 27 percent of the world 
total in the early 1970s to 21 percent in 1986. 51 Such 
changes are not dramatic and they may even be natu¬ 
ral, but a surplus in high-tech trade at one time count¬ 
ered the deficit in traditional areas. The return to 
normal reduces the margin for error in American poli¬ 
cies toward science and technology. 

The United States remains well in the lead in sci¬ 
ence, as evidenced by its preponderant share of scien¬ 
tific citations—35 percent of the total in 1987, 
compared to 7 percent for Japan and 6 percent for Ger- 
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many. American universities are magnets for scientists 
and students from around the world. The MIT Com¬ 
mission concludes that the United States is still unar- 
guably the leader in basic research.In terms of 
competitiveness, America’s scientific lead is both good 
and bad news. On the positive side, the gap between 
science and technology is diminishing. Japanese patents 
are not as close to the scientific frontier as are Ameri¬ 
can patents, and the trend toward greater reliance on 
basic science plays to American strengths. 3 ’ On the 
negative side is that the more basic the science, the 
more it is a public good available for anyone to appro¬ 
priate. Much of the Japanese success in technology has 
come in manufacturing design and in processes that 
speed commercialization of innovations. In this regard, 
the Japanese have the most frequently quoted patents; 
the American level is above average and the Europeans 
lag behind. 34 

The United States also leads in research spending. In 
the 1970s, it scaled back expenditures in research and 
development but increased them again in the 1980s. In 
1988, industry and government each invested $61 bil¬ 
lion in research and development, although two-thirds 
of the federal government’s share went to military 
research. Civilian research and development has been 
about 1.8 percent of GNP for the past two decades, 
while Japan and Germany have increased their shares 
to 2.8 and 2.6 percent, respectively. 35 However, Harvey 
Brooks questions “whether the ratio of R & D invest¬ 
ment to GNP is the proper measure of national inno¬ 
vation effort.” 36 Not only does 50 percent of a larger 
American total go directly to civilian efforts, but there 
also have been some beneficial spillovers from the mil¬ 
itary effort in industries such as aircraft and telecom- 
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munications. Still, such spillovers are an inefficient 
means of improving processes for commercialization. 
Direct investment of funds is a better alternative, and 
some evidence shows that the flow of technology from 
military to civilian sectors is less beneficial today than 
in the past. In areas like electronics, for example, the 
commercial sector is ahead of the military. In other 
areas, bureaucratic procedures, high costs, and a ten¬ 
dency toward short-term, mission-oriented contracts 
slow the transfer of military technology to civilian users. 37 
During the Reagan administration, federal research and 
development expenditures doubled while the civilian por¬ 
tion declined 14 percent in constant dollars. 38 Increased 
competitiveness will require more efforts in the critical 
processes of commercialization. 

EDUCATION 

Another concern is American competitiveness in edu¬ 
cation. The U.S. expenditure on education is 6.5 per¬ 
cent of GNP, which ranks high among industrial 
nations. Moreover, the United States enrolls 46 percent 
of the relevant age group in higher education, com¬ 
pared to 35 percent in Japan, 28 percent in France and 
Germany, and 21 percent in Britain. 39 

However, the United States has an inadequate return 
on its investment in education. Whereas 95 percent of 
Japanese students complete high school, only 75 per¬ 
cent of American students do so. In an information- 
based economy, the United States will find it costly to 
waste 25 percent of its human resources. Further, the 
performance of American students who do complete 
high school is seriously deficient: only 7 percent of 17- 
year-olds are adequately prepared for college-level sci¬ 
ence; 60 percent lack the reading ability to find and 
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explain complex information; and 70 percent cannot 
write an adequate letter. American students lag seri¬ 
ously behind other nations in science and mathematics 
as well; at age 14, American students rank 14th out of 
17 countries in science education.' 1 " 

It is not surprising that a national study on education 
spoke of unilateral educational disarmament. As two 
business leaders describe it, “it is not inconceivable to 
foresee a second-class future for the United States 
resulting from a poorly prepared and poorly educated 
work force, from large and growing numbers of people 
living in dependency because they are unqualified for 
the jobs that exist.” 41 By the year 2000, the Labor 
Department estimates that a majority of U.S. jobs will 
require at least one year of college education. 4 ' The 
MIT Commission on Industrial Productivity notes that 
although American higher education is “the envy of the 
world,” secondary and on-the-job education is “seriously 
underdeveloped.” The educational levels of the past will 
not suffice in the future because “the role of produc¬ 
tion workers is shifting from one of passive perfor¬ 
mance of narrow, repetitive tasks to one of active 
collaboration in the organization and fine-tuning of pro¬ 
duction.” 43 In this respect, Japan and Germany have 
superior vocational and on-the-job training. 

Another aspect of the problem concerns the educa¬ 
tion of scientists and engineers. With only half the U.S. 
population, Japan graduates almost as many first-level 
engineers as does the United States each year. Although 
about 8,000 U.S. citizens earned higher technical 
degrees in 1987, the National Science Foundation pro¬ 
jects a need for 18,000 new Ph.D.s in science and engi¬ 
neering at the turn of the century. Currently, a majority 
of doctorates in engineering in American universities 
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are granted to foreign-born students, and nearly a fifth 
of all engineers working in the United States are for¬ 
eign-born. Fortunately, about half of the foreign-born 
Ph.D. candidates studying in the United States on stu¬ 
dent visas become members of the U.S. work force. 
Another positive aspect is that there are few societies 
as open to renewal by immigration and assimilation of 
foreign talent as the United States. Immigration and 
education policies will have to be amended to ensure 
that we benefit from this potential “brain gain.” 44 And 
not only will it be important to accept those with edu¬ 
cation, but greater efforts will have to be made to raise 
the skills of those who arrive without education. 

SAVINGS AND DEBT 

Concern about American competitiveness is found as 
well in the issues of savings and debt. By conventional 
measures, the United States has a strong preference for 
consumption when compared to other industrial coun¬ 
tries. However, a big part of the difference between 
national savings rates “may be no more than a statisti¬ 
cal illusion.” Personal savings rates are particularly dif¬ 
ficult to calculate and are subject to large errors. 4 ’ The 
reported U.S. personal savings rate declined from 9.7 
percent in the 1970s to 6.7 percent in 1987. 46 As noted 
earlier, though, Lipsey and Kravis did not find a signif¬ 
icant long-term downward trend in levels of gross 
investment in the American economy. And it is gross 
investment that brings new capital equipment embody¬ 
ing new technology into the production process. Con¬ 
trary to conventional measurements, “the United States 
is close to the average of other developed countries in 
the degree to which it has used its economy for for¬ 
ward-looking purposes—capital formation in a broad 
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sense.” Education and research and development rather 
than current consumption are investments in the 
future. Consumer durables, of which automobiles con¬ 
stitute the largest component, in part represent private 
investment in transportation, which appears as govern¬ 
ment investment in buses and railroads in other coun¬ 
tries. When these factors are included, the U.S. capital 
formation comes to 30 percent of GNP, compared to 
an average of 34 percent for ten other industrial coun¬ 
tries. 4 If one excludes Japan, where high housing costs 
and inadequate pensions contribute to an abnormally 
high savings rate, the United States is close to the his¬ 
torical average of other industrial countries. 48 

However, some consumer durables are consumption 
goods, and trends in the mid-1980s were in the direc¬ 
tion of reduced savings in the United States. During the 
1970s, net national savings were 7.9 percent of national 
income but then slipped to 2.1 percent from 1985 to 
1987. During that time, 60 percent of net national 
investment was financed from abroad. The federal gov¬ 
ernment deficit accounted for part of the problem, but 
personal consumption also rose because of demographic 
changes, increased personal wealth, and the substitu¬ 
tion of high-interest-yield debt for low-dividend-yield 
equity by corporations.^ Demographic trends may begin 
to alleviate the problem. As baby boomers who did 
much of the buying become older and more savings 
conscious, the U.S. personal savings rate will likely rise 
again. Although there were some signs of increase at the 
end of the 1980s, su a policy to enhance competitiveness 
would increase incentives for personal savings. 

Also important is a reduction of the federal budget 
deficit, which ballooned from 1 percent of national 
income in the 1960s to 2 percent in the 1970s and 4.5 
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percent in the mid-1980s. To a considerable extent, this 
resulted from the Reagan administration’s decision to 
increase defense expenditures while cutting taxes. In 
1987, the budget deficit absorbed two-thirds of net pri¬ 
vate savings. Although debt is not as important as how 
the borrowed funds are employed, unfortunately the 
foreign capital borrowed to finance the deficit did not 
raise the rate of investment; it financed consumption. 51 

The U.S. budget deficit declined as a percent of GNP 
at the end of the 1980s, and economists disagree about 
its real impact. Herbert Stein estimates the cost of the 
“public spending spree” from 1982 to 1987 at $400 bil¬ 
lion in 1982 dollars, or 2 percent of GNP for those five 
years. 52 Others argue that a deficit of two or three per¬ 
cent of GNP is modest, but they overlook the real costs 
of being unwilling to tax for what we spent. 55 Reliance 
on foreign capital markets to finance current expendi¬ 
tures exacerbated the trade deficit, raised problems of 
international confidence in the dollar, and pushed up 
interest rates, making the cost of capital higher for 
American industry. 54 Necessary investment is discour¬ 
aged when tight monetary policy must compensate for 
lax fiscal policy. From the view of America's interna¬ 
tional competitive position, a gradual deficit reduction 
is the correct choice. It could be achieved at modest 
levels of macroeconomic cost—the shift of 2 to 3 per¬ 
cent of GNP back to the 1970 level of savings rather 
than consumption—though at considerable political 
pain. 5> The fact that the United States is both the rich¬ 
est and most lightly taxed of the OECD nations sug¬ 
gests that the key constraints may be more political than 


economic. 
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POLITICAL SCLEROSIS ? 

The profligacy of the U.S. government’s fiscal policies 
in the 1980s and the difficulty in reaching a consensus 
on how to reduce the budget deficit have raised ques¬ 
tions about the American political system. As indicated 
in chapter 1, power requires both resources and the 
ability to convert resources into effective influence. 
Some observers question whether the American politi¬ 
cal system is very good at converting potential power 
into actual influence. 

POLITICAL CULTURE AND POWER CONVERSION 

American foreign policy-making is a notoriously messy 
process for reasons rooted in American political culture 
and institutions. The U.S. Constitution is based on the 
eighteenth-century liberal view that power is best con¬ 
trolled not by centralization or socialization but by frag¬ 
mentation and countervailing checks and balances. In 
foreign policy, the Constitution established an open 
invitation to the executive and legislative branches to 
struggle for control. 56 This struggle is complicated by 
the federal and, in geographic terms, relatively dis¬ 
persed nature of the political elite; the weakness and 
poor discipline of the national political parties; the 
strength and legitimacy of economic, ideological, and 
ethnic pressure groups; the depth and frequency of 
political turnover in the executive branch after elec¬ 
tions; and the role of the press, almost constitutionally 
entrenched as a virtual fourth branch of government. 
All these features are familiar to Americans, but they 
are alien to most foreign governments. 

U.S. institutions are not only complicated, they are 
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also embedded in a distinctive political culture that 
stresses American exceptionalism, moralism, isolation, 
and quick solutions to problems. As Dexter Perkins once 
observed, this political culture makes U.S. foreign policy 
uniquely moralistic and public. In addition, American for¬ 
eign policy tends to oscillate between inwardly and out¬ 
wardly oriented attitudes, between realistic and moralistic 
approaches, and between executive and legislative dom¬ 
ination of the process. 5 ' According to James Schlesinger, 
U.S. foreign policy “lacks the steadiness that has been 
associated with great powers.” 58 This lack of steadiness 
has been attributed to various causes. The cultural expla¬ 
nation stresses the optimism and innocence of an isolated 
liberal culture, which successively encounters and with¬ 
draws from a harsh outside reality. The geopolitical ex¬ 
planation stresses the extent of the freedom that location 
in the Western Hemisphere allowed Americans, except 
on rare occasions when intrusion or encirclement looked 
possible and stimulated them to respond. The institu¬ 
tional explanation turns to the pluralism and separation 
of powers enshrined in the eighteenth-century Consti¬ 
tution, with its invitation to struggle for control of foreign 
policy. 

A key institutional factor is the constitutional fragmen¬ 
tation and geographical dispersion of power in the United 
States. With a far broader and more dispersed political 
leadership than the Soviet Union, Japan, or most Euro¬ 
pean countries, the United States takes longer to develop 
or to change a consensus on policy. Such lags accentuate 
oscillation. To try to shorten them, political leaders often 
exaggerate the external threat. One instance of institu¬ 
tional fragmentation is the division of foreign policy pow¬ 
ers between the executive and the legislative branches. 
This division not only contributes to incoherence but also 
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the executive must simplify and exaggerate to overcome 
the inertia of a diverse and loosely structured body of 535 
individuals with weak party loyalties. Another institu¬ 
tional factor that contributes to oscillations and incon¬ 
sistencies is the practice of political appointments far 
down in the hierarchy of the executive branch. This 
weakens the ability of career civil servants to pursue a 
constant policy, and many political appointees hold office 
for less than two years. 

Critics argue that the eighteenth-century formula of 
separation of power and checks and balances has 
become a political straitjacket contributing to American 
decline by preventing the United States from actualiz¬ 
ing its potential power. In the early days of the Repub¬ 
lic, critics say, the system worked because George 
Washington's Farewell Address warning against foreign 
entanglements was heeded. Throughout the nineteenth 
century, the United States remained aloof from the bal¬ 
ance of power in world politics, sheltered by the Atlan¬ 
tic Ocean and the British navy. After the United States 
played a crucial role in tipping the military balance in 
World War I, Congress's veto of American entry into 
the League of Nations curtailed America's potential 
role in the balance of power and contributed to the 
global conditions that led to World War II. After 1945, 
the critics say, the World War II effect left the United 
States with such vast resources that the inefficiency of 
the power conversion process did not matter. But the 
overextension in Vietnam destroyed the political con¬ 
sensus of foreign policy, made Congress and the media 
more assertive, and caused America to become its own 
worst enemy. >9 The U.S. government adapted to mod¬ 
em conditions by adding new functions, but "the Mad¬ 
isonian system, rather than having been superseded by 
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a more centralized, internationalized state, has become 
more labyrinthine as new layers and functions are ‘prag¬ 
matically’ tacked onto the constitutional skeleton. . . . 
The results are fine during good times, but have draw¬ 
backs when choices are difficult, and when coordination 
and innovation are required.” 60 

Proposals have been made to limit the separation of 
powers, strengthen the presidency by extending its 
term, and move toward a parliamentary system. Lloyd 
Cutler, former White House counsel, argues that “in 
parliamentary terms, one might say that under the U.S. 
Constitution, it is not now feasible to form a govern¬ 
ment.” 61 Yet major changes have occurred in American 
government without constitutional amendments, and 
the functions of government have expanded greatly 
in the last half century. Cycles of relative assertion be¬ 
tween Congress and the presidency antedated the post¬ 
war period. And some Europeans wish their parliaments 
would “become a stronger check on the executive, as 
Congress is in the United States.” 62 

While the American governmental system was de¬ 
signed to maximize liberties rather than efficiency in 
power conversion, the situation is not as bad as the pes¬ 
simists charge. There are several problems with their 
diagnosis. Some write of the postwar hegemony in 
mythical terms as a period when the United States 
“wielded virtually unmeasurable military power,” 63 but 
America’s overall surplus of power resources was never 
so great. Moreover, even during the period of Cold War 
consensus, there were deep and bitter divisions over 
such issues as McCarthyism, presidential treaty powers, 
and foreign policy in China. Ironically, if Congress had 
acted earlier and more assertively to curtail the execu¬ 
tive’s power in Vietnam, the worst squandering of 
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power resources in the postwar period might have been 
prevented. American foreign policy has always been 
messy and imperfect at power conversion, but history 
does not support a theory of decline caused or exacer¬ 
bated by the separation of powers. 

RELATIVE GOVERNMENTAL EFFECTIVENESS 

Finding flaws in American government is easy, but 
the relevant issue is how it compares to other govern¬ 
ments in the new context of world politics. While tech¬ 
nology is not the sole determinant of social change, this 
book argues that the third industrial revolution is put¬ 
ting a premium on the quick flow of information, flex¬ 
ibility, and innovation—characteristics not generally 
associated with government bureaucracy in any society. 
In this regard, part of the strength of American society 
may rest on the fact that government plays a smaller 
role than in other industrialized societies. Entrepre¬ 
neurship is a critical factor, responding to what Joseph 
Schumpeter called the “creative destruction’’ of eco¬ 
nomic change. 64 In a European view, “America has 
found the iconoclasts and the loners invaluable. Formal 
old Europe does not produce nearly enough of them. 
Japan has banished them, all for the sake of the cor¬ 
porate harmony it prizes so much.” 65 Further, the gov¬ 
ernment-controlled economies of the Soviet Union and 
China are at a particular disadvantage in the new con¬ 
text of world politics, both in creating potential power 
resources and in converting them into actual influence. 

The more interesting cases of power conversion are 
Europe and Japan. Europe has a private sector, but 
pressure groups are strong within national governments; 
the complexities of the Brussels process in pre-federal 
Europe, for example, make American federalism look 
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efficient by comparison. The Japanese political system 
has been dominated by one party whose division of min¬ 
istries among its political factions has limited the tenure 
of each in office and the strength of government. Major 
scandals over the role of money in politics has further 
weakened governments: “Much more than in the United 
States, the political economy in Japan is run by special 
interest groups, whose interests are protected at the con¬ 
sumer's expense." 66 The result is a two-tiered Japanese 
economy with an efficient external trading sector and an 
inefficient domestic services sector. 

In terms of external competitiveness, however, Japan 
has succeeded brilliantly despite the inefficiency of its 
elected government. Experts explain this success by the 
fact that Japanese activity is dominated by a career 
bureaucracy and by businessmen whose long-term focus 
gives them consistency and determined response in 
pursuit of the specific national goals over which they 
have jurisdiction. The Tokyo stock market, large Japa¬ 
nese banks, and Japanese multinational corporations are 
examples of Japan's new institutional power resources. 
But the Japanese rise in sectoral power resources, trade 
surpluses, and share of world product does not mean 
overall power unless the Japanese government is able to 
convert it into means of influence. This is where the 
weakness of Japanese politicians and their lack of an 
overall strategy matters. 

The politicians matter when there is a need to mobi¬ 
lize support for major changes in direction. Japanese 
government and society work well when a consensus 
guides the competing bureaucracies and industries. The 
bureaucratic neo-mercantilist approach led to successful 
adjustment away from heavy industry in the 1960s, cop¬ 
ing with the oil shocks of the 1970s, and, at least in 
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part, more domestic growth after the revaluation of the 
yen in 1985. But as we saw in chapter 5, a number of 
thoughtful Japanese worry about the adaptability of 
their political system to a new context, in which Japan 
plays a larger role in the world economy and world pol¬ 
itics. Japan can no longer expect a free ride, but it is 
not well organized to control domestic obstacles to 
international leadership. According to Naohiro Amaya, 
a former Japanese bureaucrat, “[u]ntil recently, Japan 
had only to think about how fast it had to go to catch 
up with the West. Now it has reached the point where 
it has to think about where it wants to go and how best 
to get there.” 67 Takashi Inoguchi, a leading Japanese 
political scientist, argues that “Japan’s innovative and 
inventive capacity for the next 10-20 years should not 
be underestimated,” but beyond that period he worries 
about Japan’s ability to respond to demographic changes 
and demands for social welfare expenditures, as well as 
its ability to contribute to international public goods. 
Inoguchi believes that a continuing Pax Americana is 
more likely than a Pax Nipponica. 68 And, in a 1989 poll, 
only 8 percent of Japanese investors expected Japan to 
overtake the United States as the dominant economic 
force by the end of this century. 69 Many Japanese are 
less optimistic than Americans about the ability of the 
Japanese political system to convert potential power into 
actual influence in world politics. 

Thus, in one sense it is ironic to hear Americans call¬ 
ing for the importation of Japanese governmental meth¬ 
ods to make the United States more competitive. It is 
not clear that the bureaucratic guidance of the Ministry 
of International Trade and Industry (MITI) is going to 
be more help than hindrance in the future of Japan. 
But it is likely that a similar department of trade and 
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industry, trying to pick winners and losers amidst the 
plural pressures of Washington politics, would do more 
harm than good. James Fallows quotes an American 
diplomat, who served in Tokyo, about the mistaken 
view of importing a Japanese approach: “First we rig 
politics so that one party is always in power and the big- 
city votes basically don’t count. Then we double the 
cost of everything else but hold incomes the same. 
Then we close the borders and start celebrating racial 
purity. Then we reduce the number of jobs for women 
by 70 or 80 percent. Then we set up a school system 
that teaches people not to ask questions.” 70 As The 
Economist observes, America “could best serve itself by 
not copying Japan's mistakes just as Japan is beginning 
to correct them.” 71 

The issue is not whether the American government 
and society have problems, but that the flaws in the 
American power-conversion process should not be 
looked at in isolation. Private institutions, free markets, 
and social flexibility help alleviate some of these prob¬ 
lems, but they do not solve them. Government must 
provide public goods like security and maintain the legal 
and environmental conditions for markets to work. It 
must also provide a redistributive safety net and a sense 
of social justice. Effective government is essential, but 
effectiveness is not the same as efficiency. Effectiveness 
in government must be judged in terms of a political 
culture that values liberties over efficiency. In terms of 
ideological power resources, the liberties and human 
rights that give the United States a political vision and 
make it attractive to other societies may be worth far 
more than the inefficiencies they cause. At the same 
time, however, there are ways to adapt American gov¬ 
ernment to cope better with the changing direction of 
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world politics. One problem is the lack of a long-term 
perspective, an ever-present problem in democracies. To 
some extent, as we will see in chapter 8, participation 
in international institutions helps to provide rules and 
continuity that counter shifting short-term perspectives. 
Another problem is parochialism in a world of interde¬ 
pendence. Here the opportunities that the openness of 
the American political process present for transnational 
contacts, lobbying, and coalitions may be a hidden vir¬ 
tue. Even so, the increased complexity of the concept 
of security will require a greater degree of White House 
coordination among conflicting departments and atten¬ 
tion to the economic, ecological, and military aspects of 
security. 2 The National Security Council can no longer 
define its role in traditional terms; it must broaden its 
agenda to include the new dimensions of security. 

PRESIDENTIAL LEADERSHIP 

Presidential leadership is necessary to explain why cer¬ 
tain policies can lead to self-inflicted wounds, whether 
they be budget deficits, protectionist measures, or cur¬ 
tailment of foreign aid. Effective influence requires a will¬ 
ingness to spend on foreign affairs. Despite a doubling of 
the U.S. economy between 1960 and 1980, in the latter 
years the United States spent less on elements of the 
budget directly concerned with foreign affairs: defense, 
foreign aid, information, and representation.' 5 Further, 
although defense expenditures increased in the 1980s, 
American outlays for other aspects of international affairs 
declined from $13 billion in 1981 to $10 billion in 1988. 74 
“We cannot afford it” is the usual argument in a time of 
budget deficits. But if the United States cut domestic 
consumption by the 2 percent of GNP that it rose in the 
1980s, it could afford both better education at home and 
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the international influence that comes with an effective 
aid and information program abroad. As the Republican 
economist Herbert Stein remarks, “[i]t is time to ask the 
86 percent of the American people who are not poor to 
give up some small part of the increase in their con¬ 
sumption in order to fortify the national security, to pro¬ 
vide more adequately for the future growth of the national 
income, to improve the lot of the poor among us.” 75 

Leadership means pointing out that the U.S. econ¬ 
omy can afford both domestic and international security 
if Americans are willing to pay for them. Without such 
leadership, the American ability to convert potential 
power into actual influence is diminished. A leader who 
wants to maintain American power at the turn of the 
century must follow a strategy that rebuilds the domes¬ 
tic bases of American strength while also investing 
resources to maintain international influence. 

Although today the United States faces major social, 
economic, and political problems', it has faced equal or 
larger problems in the past. One key to coping success¬ 
fully with these problems is to remain open to the out¬ 
side world and adaptable to change. Social flexibility, 
class fluidity, and economic openness are American 
advantages compared to Europe and Japan. It would be 
ironic if fears of American decline led to policies of pro¬ 
tectionism, resistance to foreign investment, and cur¬ 
tailment of immigration. Though there have been few 
signs of long-run economic sclerosis so far, such policies 
could help to bring it on. However, if the concern about 
competitiveness leads to new policies on savings, 
research and development, and education, addressed to 
the higher standards required by an information-based 
economy, America’s capacity to reinvent itself may 
again prove a hidden strength. There are some encour- 


Domestic Challenges 


229 


aging signs. Americans are becoming more aware of the 
need to address domestic problems. There have been 
some improvements in education, though not nearly 
enough. Scientists and engineers make up 2.8 percent 
of the U.S. labor force, compared to 2.5 percent in 
Japan. The American entrepreneurial spirit remains 
strong. Some U.S. firms are still the best in the world, 
and foreign sales by America's mid-level firms increased 
by almost 20 percent a year in the 1980s. Further, the 
quality of some American products has improved; sales 
of computer chips to Japan have increased as a result 
of their improved quality. According to Fortune in 1989, 
“[m]ore than a few U.S. companies—notably in com¬ 
puters, pharmaceuticals and telecommunications—are 
extending their world-wide leads." 76 Also, foreigners 
continue to want to invest in the U.S. economy, 
and foreign students continue to flock to American 
universities. 

On the other hand, the domestic consumption binge 
continues and political leaders acquiesce while the richest 
country in the world acts as if it were poor. As the MIT 
Commission on Industrial Productivity warns, while there 
is no cause for despair, “the best of the good news in the 
United States still leaves much to be done."' The basic 
problems will not be solved quickly and sacrifices will be 
necessary. There are serious domestic problems that 
Americans must address, even though the system is not 
sclerotic. Decline is not inevitable, but the wrong choices 
could bring it on. Even so, 

U.S. growth has been quite respectable by historical stan¬ 
dards, especially for a leading country. . . . While there is no 
law or single prescription for permanent U.S. leadership, the 
closest major pursuers still have a way to go to catch up 
technologically, and they may find the remaining gap harder 
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to close than the initial one. In the meantime, the race is 
benefiting both the leaders and pursuers . 78 

If the international competition leads Americans to 
overcome their complacency and parochialism and to 
undertake the necessary domestic reforms, U.S. leader¬ 
ship is likely to continue into the twenty-first century. 


8 


Future Worlds and 
American Choices 


The institutions of American democracy were not 
designed to maximize American power in world politics. 
Most Americans prefer to tolerate the institutional inef¬ 
ficiencies that protect personal liberties rather than to 
remove them for the sake of pursuing an optimal global 
strategy. The result is a messy policy process that 
reflects the Constitution’s “invitation to struggle.” 1 
Nonetheless, the United States has pursued an effective 
global strategy for more than four decades after World 
War II. Today, however, that strategy is frayed. 

The postwar strategy of the United States had two 
dimensions; both reflected the lessons of the 1930s. It 
stressed that an open international economy would pre¬ 
vent the retaliatory closing down of world trade that had 
exacerbated the Great Depression and contributed to 
political instability. In addition, a system of alliances 
among the Western democracies was needed to contain 
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Soviet power. As George Kennan argued, it was '‘essen¬ 
tial to us, as it was to Britain, that no single Continen¬ 
tal land power should come to dominate the entire 
Eurasian land mass/' 2 The dramatic growth in the world 
economy and the avoidance of war among the great 
powers, despite inefficiencies and misadventures, are 
testimony of the success of the American strategic 
vision. Containment had the effects that Kennan fore¬ 
cast, albeit more slowly than he expected: “the emer¬ 
gence of divisions within the international Communist 
movement, the erosion of communism and the resur¬ 
gence of nationalism, and the exhaustion of commu¬ 
nism as an ideology.” 3 But success bred a new problem. 

Today, a half century after World War II, many have 
begun to question the American postwar strategic 
vision. In the view of historian John Gaddis, “the geo¬ 
political ice is shifting beneath our feet these days in 
unexpected ways.” 4 The most dramatic change has been 
in Soviet behavior. In particular, Mikhail Gorbachev's 
1988 announcement of major unilateral cuts in conven¬ 
tional Soviet forces and, in 1989, the holding of the first 
real Soviet elections in seventy years made it more dif¬ 
ficult for Western leaders to sustain the image of a 
Soviet threat that needs to be contained. In 1989, the 
New York Times pronounced the Cold War over, and 
George Kennan told Congress that the Soviet Union 
“should now be regarded as another great power, like 
other great powers.” 5 The Soviet Union's leading Amer¬ 
icanologist, Giorgi Arbatov, wrote that the Western 
press had discovered that Gorbachev's removal of the 
Soviet stereotype as “the enemy” was his best secret 
weapon for changing the West. 6 

The decline in Soviet power and the changes in 
Soviet policy have highlighted other trends, including 
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the erosion of the political division of Europe and the 
rise of Japanese economic power. Early in the 1980s, the 
Reagan administration welcomed Japan’s increased 
power as a contribution to containment of the Soviet 
threat. But by the end of the decade, 56 percent of the 
American public believed that “economic competitors 
like Japan pose a greater threat to our national security 
than military adversaries like the Soviet Union.” In this 
respect, the contrast between the beginning and the 
end of the 1980s was indeed dramatic. 


FOUR VISIONS OF THE FUTURE 

Despite a widespread sense that the world is changing 
and that containment is no longer a sufficient strategy, 
there is little agreement on appropriate visions of the 
future or on strategies to deal with the new conditions 
they will assume. Predictions and preferences often 
become intertwined in the opposing visions. The four 
major visions of the future speak of bipolarity, multi¬ 
polarity, regional blocs, and polyarchy. Although none 
of them is likely to provide a true picture of the future, 
each does provide important clues. 

BIPOLARITY 

Some analysts believe that the future will see a con¬ 
tinuation (or restoration) of bipolarity. For conserva¬ 
tives, this vision rests on a mistrust of the Soviet Union 
and a reluctance to part from what has been successful 
in the past. For others, it is based on the belief that 
bipolarity has proven to be a uniquely stable distribu¬ 
tion of power in the nuclear age. H Management of a 
balance of power with complicated nuclear deterrence 
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systems has benefited from the simplifying calculus of 
bipolarity. But how well will states handle a nuclear bal¬ 
ance if they have to consider many powers simulta¬ 
neously? Whether bipolarity is the reason the world has 
avoided nuclear war is debatable, but even if true, it still 
cannot answer whether bipolarity will continue in the 
future. 

Gorbachev’s reforms in the Soviet Union may be 
reversible, and he could be removed from power as 
Khrushchev was before him. But Gorbachev’s successor 
would not likely choose to erase completely the recent 
changes in the Soviet Union, for this would probably 
accelerate rather than stem the decline of Soviet power. 
As we saw in chapter 4, the Soviet lag in adapting to 
the third industrial revolution and in developing an 
information-based economy are the results of problems 
deeply rooted in the Soviet political economy. Any con¬ 
servative resurgence that did not address these prob¬ 
lems might temporarily restore a sense of Soviet threat 
among the Western democracies (unless, perhaps, the 
resurgence were Russophilic and inward-oriented), but 
it would not preserve bipolarity in the longer term. It is 
more likely that elements of bipolarity will continue, 
particularly at the military level, and that concerns will 
remain about the reversibility of Soviet intentions. But 
these elements alone are unlikely to be sufficient to 
restore containment as the central strategic concept for 
the coming decade. 

MULTIPOLARITY 

A number of observers assume that since the future 
world will not be fully bipolar, it can best be described 
as multipolar. Some theorists argue that the flexible 
shifting of alliances associated with the classical multi- 
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polar balance of power will be a new source of stability 
in global politics. 11 In 1971, Richard Nixon argued that 
“it would be a better and safer world if we have a strong 
healthy United States, Europe, Soviet Union, China and 
Japan, each balancing the other.” 10 More recently, 
Henry Kissinger predicted the erosion of the domi¬ 
nance of the two superpowers in the 1990s: “You will 
have the U.S., Soviet Union, China, India, Europe. All 
of which will be simultaneously economic, political and 
military powers.” 11 

However, as suggested in part II, the development of 
a true multipolarity of five countries (much less a sixth, 
India), with similar levels of power resources in several 
categories, is not likely to occur in the coming decades. 
As Stanley Hoffmann observed, “old-fashioned multi¬ 
polarity resulted from the distribution of coercive 
power, but this polycentrism results from the devalua¬ 
tion of coercive powers.” 12 According to The Econo¬ 
mist ,. “ ‘multipolarity’ is not only bad English, it is 
sloppy thinking,” 15 covering a multitude of different 
visions. At one extreme, multipolarity merely refers to 
the diffusion of power. At the other, it refers to a num¬ 
ber of roughly equal powers, able and willing to shift 
alliances frequently to maintain their equilibrium. As 
argued in chapter 6, some of these countries are likely 
to be deficient in significant power resources, so the 
analogy to a classical military, multipolar balance of 
power is highly misleading. Even if such a situation did 
come about, the effect of rapidly shifting alliances on 
nuclear stability would certainly be open to question. As 
one Asian leader put it, “if America stops being the 
anchorman, if the Japanese start feeling they have to 
provide for their own security, it would be a disaster. 
. . . The Chinese fear a Japan with nuclear bombs even 
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more than the Russians fear a Germany with nuclear 
bombs.” 14 

REGIONAL BLOCS 

Another vision of multipolarity is confined to the eco¬ 
nomic area and envisages a world of three large regional 
trading blocs: Europe (with an African appendage), the 
American Hemisphere, and East Asia. 1 ’ Given the dif¬ 
ficulties of coordinating global economic policies and 
the already existing tendencies toward managed trade, 
proponents of this vision argue that management of the 
world economy would be easier, as well as simpler for 
the United States, if negotiations were carried out 
among three regional blocs. 

While regional trade may indeed increase, this vision 
abstracts too completely from the broader geopolitical 
context. Even if global free-trade interests in Europe no 
longer existed, Europeans would be unlikely to want an 
economic “fortress Europe” precisely because they 
would not wish to become a military fortress. Many 
Europeans want to keep an American security guaran¬ 
tee, and they fear that bloc protectionism might upset 
that situation. Moreover, Asians would not want to be 
confined to an Asian bloc that included Japan and 
excluded the United States. In the Chinese view, “the 
question of where Japan is heading has aroused grave 
concern in the international community.” A Japanese 
century or “a Pacific era with Japan as the center” is 
unacceptable. 16 Japanese leaders are well aware of such 
concerns and Japanese business does not want to be cut 
off from the important markets of the United States and 
Europe. Thus, it is unlikely that either Europe or Japan 
would move toward a three-bloc trading world unless 
protectionist policies in the United States pushed them 
in that direction. 
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POLYARCHY 

The fourth major vision of the future is polyarchy— 
“a situation of many communities, spheres of influence, 
hegemonic imperiums, interdependencies, [and] trans- 
state loyalties . . . that exhibits no clearly dominant axis 
of alignment and antagonism and has no central steer¬ 
ing group or agency.” 1 Seyom Brown argues that this 
polyarchic world might be less anarchic and violent than 
the decline of states into a new feudalism, where dif¬ 
ferent communities engage in a wide variety of conflicts 
within and across state borders. But political configu¬ 
rations would be complex and unpredictable in such a 
world. Conflicts would be resolved primarily on the basis 
of ad-hoc bargaining among combinations of groups 
varying from issue to issue. The most powerful political 
entities in a polyarchic world would be “those that are 
major participants in the widest variety of coalitions and 
joint or multilateral ventures. . . . They would have the 
largest supply of usable political currency—in effect 
promissory notes for support on one issue in return for 
support on another.” 18 

The vision of polyarchy is consistent with the diffu¬ 
sion of power and the increase of interdependence 
described in chapter 6, but it goes much further in its 
portrait of eroded hierarchy. It overstates the decline of 
the nation-state as the dominant institution in world 
politics. However, even if the vision is accurate, it por¬ 
trays a world in which the United States would still 
remain powerful relative to other states. The diversity 
and scale of U.S. power resources would ensure that the 
United States would be involved in more political 
games, and thus have more promissory notes to transfer 
among issues than other states. 
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AMERICAN INTERESTS AND A NEW 
STRATEGY 

None of these four major visions of the future is an 
accurate or even a desirable prediction. Yet none can 
be completely ruled out, for the coming decades may 
see elements of them all. To some extent, their evolu¬ 
tion depends on technological and political changes 
beyond American control. But, as the largest and most 
powerful state at the end of the twentieth century, 
American choices will make a difference. A hostile or 
obstructive response to Gorbachev’s initiatives might 
delay somewhat the erosion of bipolarity. A protection¬ 
ist trade policy could enhance the prospect of a three- 
bloc world. Protectionism coupled with American 
withdrawal from its alliances could stimulate Japanese 
and European fears that would increase the prospects 
of real multipolarity. Although polyarchy rests in part 
on the diffusion of power to nonstate actors and small 
states, its implications for stability and welfare will 
depend heavily on whether the largest state takes a lead 
in organizing collective action among other states or if 
it simply allows a new feudalism to develop. 

Not all observers agree that an American leadership 
position is so important. Economist David Gordon, for 
example, argues that the United States should heed 
John Maynard Keynes’ advice to Britain in the 1930s to 
be self-sufficient. Gordon says that “we should not seek 
and do not need to be number one. . . . We should 
begin instead to work toward greater independence 
from the world economy, seeking self-sufficiency.” 19 
Similarly, journalist Alan Tonelson argues that Ameri¬ 
can security and prosperity can be achieved in a “19th 
century-like world” with means “that fall short of 
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todays internationalist formula of debilitating U.S. 
military expenditures on its allies’ security.” 20 

Why, then, should Americans worry about preserving 
and mobilizing their power resources for leadership? 
The simplest answer is that today’s world is no longer 
like that of the nineteenth century, or even the 1930s. 
Drawing back from current international commitments 
would not stop technological change, hinder the devel¬ 
opment and global extension of an information-based 
economy, or change the high degree of dependence on 
transnational actors. Terrorism, drug traffic, AIDS, 
global warming, and other problems will intrude. Fur¬ 
ther, there are no purely domestic solutions to such 
transnational problems; rather, collective international 
action will be a critical part of their solution. Absence 
of leadership by the largest country would reduce the 
ability of all states to deal with such problems of inter¬ 
dependence. Polyarchy might develop more quickly and 
be far less benign if the United States does not con¬ 
tinue to develop and mobilize resources for interna¬ 
tional leadership. Managing interdependence is a major 
reason for investing American resources for interna¬ 
tional leadership and must be central to a new strategy. 

However, certain geopolitical aspects of the world at 
the end of the twentieth century do resemble the nine¬ 
teenth century as well as the 1930s. The lessons learned 
from these earlier periods indicate that if the strongest 
state does not lead, the prospects for instability increase. 
The Cold War may be over in the sense that a large 
part of the ideological hostility has drained out of the 
U.S.-Soviet relationship and that the Soviet Union is 
becoming “just another great power.” But the reduced 
role of ideology does not mean the end of great power 
politics, nor does it allow states to be indifferent to the 
military balance of power. 
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The United States will have a continuing interest in 
European security for several reasons. First, the contin¬ 
ued presence of a military giant like the Soviet Union 
poses what might be termed an existential threat to 
Western Europe. Because Soviet intentions could 
change, the mere existence of such impressive and 
proximate military capabilities cannot be ignored. While 
European integration will eventually allow Europe to do 
more for its own defense, a credible American guaran¬ 
tee helps to balance Soviet power. Second, the question 
of Germany’s division has thus far been managed suc¬ 
cessfully by wedding the Federal Republic firmly to 
Western Europe and by treating reunification as a cul¬ 
tural and social rather than a political issue. This strat¬ 
egy enjoys the support of a large majority of German 
(and West European) opinion. Thus, an American with¬ 
drawal that exacerbated fears of German reunification 
or led to German feelings of insecurity might under¬ 
mine these sources of postwar stability. The effect of 
the two German states drawing closer will depend on 
the international context. The American security pres¬ 
ence has had a reassuring effect 21 that will be needed 
for a considerable time to come. In addition, the situ¬ 
ation in Eastern Europe could become politically explo¬ 
sive as those economically weak nations move toward 
greater national assertiveness. The United States has an 
interest in a secure and prosperous Western Europe 
that gradually draws the East European economies and 
societies toward pluralism. The primary role may rest 
with the Europeans, but if the United States divorced 
itself from the process, it might find the future geopo¬ 
litical situation far less stable. 

The United States also has geopolitical interests and 
a major role to play in the stability of the balance of 
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power in the Pacific. Today, the United States is the 
only country with both major economic and military 
power resources in the region. Other Asian powers 
desire a continued American security presence because 
they fear a remilitarized Japan. The domestic political 
consensus in Japan, however, is currently opposed to 
militarization of its policy. As we saw in chapter >, the 
prevailing view is that Japan should not aspire to replace 
the United States but should work closely with it as a 
“vice-president” in the international system. The United 
States’ interests in the stability of the Asian balance and 
in obtaining Japanese help on transnational issues are 
best served by continuing its alliance and security pres¬ 
ence in the region. 

Thus, a successful strategic vision for the coming 
decades must take into account the geopolitical conti¬ 
nuities as well as the new dimensions of transnational 
interdependence discussed in chapter 6. In the geopo¬ 
litical realm, it will be critical to help manage the 
decline of the Soviet Union’s empire in Eastern Europe 
in a way that allows evolution without violence or dis¬ 
ruption of the process of change in the Soviet Union 
itself. A successful strategy must also provide reassur¬ 
ance of Western European security and encourage the 
solution to the German problem that caused three wars 
within seventy years. In Asia, a successful strategy must 
manage the impressive rise of Japanese economic power 
and channel it into global institutions rather than de¬ 
stabilizing regional military investments. 

Without a stable global military balance and geopo¬ 
litical framework, the processes of economic and social 
evolution could be disrupted. But maintaining the mil¬ 
itary balance is not sufficient. The United States will 
also have to invest more heavily in resources for man- 
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aging transnational interdependence. In the long term 
of many decades, a new strategic vision may simply 
concentrate on managing interdependence, but its 
shape will depend on many unknowns as world politics 
evolve. The next decades are likely to be periods of 
transition; a successful U.S. strategy will have the dual 
goals of managing the geopolitical balance of power 
inherited from the past, as well as the emerging inter¬ 
dependence that will increase in the future. Managing 
complex interdependence may someday replace balance 
of power, but a successful strategy for the transition 
must integrate four components: (1) restoring the 
domestic base of economic strength along the lines 
discussed in chapter 7; (2) maintaining a geopolitical 
balance of military power; (3) managing an open in¬ 
ternational economy that preserves the goal of global 
comparative advantage without sacrificing long-term 
domestic interests; and (4) developing a variety of mul¬ 
tilateral regimes and institutions to organize the collec¬ 
tive action of states for coping with the transnational 
agenda. 


GEOPOLITICAL BALANCE 

The two critical tasks in maintaining the balance of 
power will be managing the decline of the Soviet 
Empire and updating the democratic alliances in a post- 
Cold War climate. Some see the Soviet decline as proof 
of the success of the harsh policies of the first Reagan 
administration. They propose a strategy of further 
weakening of the Soviet Empire by continuing the 
Reagan Doctrine of counterintervention in the Third 
World, and of military expenditures that stress the 
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Soviet economy and deprive the Soviets of their mili¬ 
tary advantages. 22 Aside from whether public opinion 
would sustain such a policy, it entails a number of risks. 
It is likely to divert economic resources from domestic 
policies that would enhance American economic com¬ 
petitiveness; it promises to create friction with the 
Allies; and it might lead to risky behavior by the Sovi¬ 
ets. As Austria-Hungary showed in 1914, political leaders 
trying to stave off decline often make fatal mistakes. 

Since the Soviet Union will remain the one country 
that could destroy us, a better strategic vision is to pur¬ 
sue a normal relationship—one that can be summed up 
as “peaceful competition and cooperation.” In the 
words of a joint U.S.-Soviet report, this means 

regularization of the competition to constrain forces that 
threaten war and to channel efforts toward joint gains and 
cooperation. Steps can be taken to demilitarize the compe¬ 
tition, to hold regular political discussions of regional issues, 
to extend confidence-building and accident-prevention 
measures, and to develop institutions for cooperation to meet 
transnational threats. 23 

This vision rests on the opinion that the sources of 
Soviet change lie largely within the Soviet Union. The 
United States cannot do much to help except at the 
margins, but at least it can try to avoid harming the 
process. 24 Establishing an international climate that 
allows Soviet leaders to focus on domestic reform would 
be a major U.S. contribution. This does not mean sub¬ 
sidizing the Soviet economy, for that would reduce their 
incentive to move toward market forces. “Market- 
oriented reform in communist countries will contribute 
to economic pluralism and diversity which are likely 
(thoueh not certain) to promote political pluralism and 
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perhaps a gradual transformation.” 25 Further, this does 
not mean that the United States would merely accept 
agreements that it would not want to live with if Gor¬ 
bachev’s reforms were reversed. 

The United States should encourage the develop¬ 
ment of economic relations with the Soviet Union on 
normal commercial terms (outside a narrowly bounded 
group of technologies that could substantially cut our 
lead times in critical military areas). It should also 
encourage economic and social contacts that advance 
Soviet evolution toward market rationality and political 
pluralization. Some worry that such changes could res¬ 
cue the Soviet Union from its fate, and strengthen it so 
that it will again threaten the United States. But pre¬ 
cipitous Soviet decline is even riskier. Moreover, per¬ 
estroika will not succeed quickly, and if it is achieved 
along with increasing glasnost and democratization, the 
United States will face a less threatening Soviet Union 
than it faced in the Cold War. 

The normalization of U.S.-Soviet relations will also 
help to diminish the threat posed by nuclear weapons. 
After all, the Soviet nuclear threat arises more from 
political hostility than from the weapons themselves (for 
instance, most Americans do not worry about French 
nuclear weapons). In the coming decades, such an 
approach holds more promise than alternative visions 
of premature nuclear abolition, which could actually in¬ 
crease risks in the short run. But the level of nuclear 
and conventional arsenals can be reduced, and steps can 
be taken to diminish reliance on nuclear weapons in 
order to reduce the chance of accident or escalation 
should a political crisis arise. Constant communication, 
restructured forces, and an emphasis on “lengthening 
the fuse” that connects political crises to the ultimate 
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arsenals will be the best alternatives for the strategic 
relationship in the transitional decades. 26 

A major problem in past relations between the United 
States and the Soviet Union has been competition in 
the Third World. Here the future goal should be con¬ 
sultations to reduce the degree of intervention. It is safe 
to predict that there will always be turmoil in the Third 
World. Communication advances and social moderni¬ 
zation stir populations from old patterns and lead to 
strong pressures on weak political institutions. The best 
approach would allow the forces of nationalism to work 
for rather than against the United States. Nationalism 
is the most effective counter to Soviet expansionism, 
even though nationalist regimes are sometimes anti- 
American. The United States is bound to be confronted 
with governments that call themselves Latin American 
Marxists, African Socialists, or Asian Communists. With 
some exceptions, the United States can be relaxed 
about the domestic social changes that such govern¬ 
ments proclaim, so long as the changes do not ally the 
countries with the Soviet Union in ways that alter the 
world balance of power or that contribute to disorder, 
terrorism, and proliferation. 

The distinction between domestic and international 
concerns is never absolute, and Americans cannot be 
indifferent to gross violations of human rights abroad. 
Nonetheless, by keeping this broad distinction in mind, 
the United States will be better able to thread its way 
through social complexity and Third World change 
without backing itself into a corner that benefits the 
Soviet Union or complicates bilateral relationships. In 
some instances, the UN Security Council and UN 
peacekeeping forces may be diplomatic alternatives to 
outside intervention. In this sense, the two superpowers 
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may develop a joint interest in reviving the postwar 
design for an effective Security Council, which was 
abandoned in the ideological climate of the Cold War. 

A particularly sensitive area for U.S.-Soviet relations 
is Eastern Europe, which the Soviet Union occupied at 
the end of World War II and has since regarded as 
essential to its military security. The Eastern European 
countries are suffering from the inefficiencies of their 
imported economic systems and, to varying degrees, 
smoldering with nationalist resentment over Soviet con¬ 
straints on their freedom. Explosions in Hungary in 
1956 and in Czechoslovakia in 1968 were put down by 
Soviet troops. Increasingly, however, the Soviets have 
realized the greater difficulty and higher costs of con¬ 
trolling Eastern European economies and governments. 
They also realize that their regional hegemony is erod¬ 
ing. Soviet policy has begun to tolerate pluralism in 
Eastern Europe, but they worry about countries leaving 
the Warsaw Pact and about hostile operations near 
Soviet borders. The best way to handle the social evo¬ 
lution in Eastern Europe is for the United States to 
encourage those countries to negotiate various eco¬ 
nomic agreements with the European Community, and 
to provide assistance that moves them toward market- 
oriented economies. At the same time, the United 
States can diminish Soviet anxiety about precipitous 
change in the security framework in Europe through 
negotiations toward the reduction and restructuring of 
conventional forces in the context of the Conference on 
Security and Economic Cooperation in Europe, and 
through prudence in rhetoric. 27 

Updating the alliances of the democratic industrial¬ 
ized nations is another critical component of a transi¬ 
tional strategic vision. The United States has a strong 
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interest in maintaining the democratic alliances, but 
with diminished threat and rising economic friction, 
that task will be more difficult. Gorbachev’s honey may 
prove a more powerful solvent of NATO unity than 
Andrei Gromyko’s vinegar. Public opinion in Western 
Europe shows a diminished sense of military threat and 
an increased concern for other issues, such as ecological 
problems. Despite such greening of European politics, 
most Europeans still favor maintaining membership 
in NATO. Friction over burden-sharing, military exer¬ 
cises, and tactical nuclear-force modernization, however, 
threatens to erode that support. 

Updating the NATO alliance has three dimensions. 
The first relates to the traditional function of deter¬ 
rence. A residual concern about Soviet military power 
will keep NATO important to many European political 
leaders. For the past twenty years, support for deter¬ 
rence has rested on the Harmel formula (named after a 
former Belgian foreign minister), which couples NATO’s 
defense with efforts to promote ddtente. With a reduced 
military threat, arms-control negotiations will be an even 
more crucial part of the NATO consensus and a way to 
help manage change on the continent. American lead¬ 
ers must realize that failure on this front could harm 
NATO far more than military modernization might 
improve it. Second, updating the NATO alliance calls 
for strengthening West European defense cooperation 
within NATO. As one observer put it, a West Euro¬ 
pean security identity should be part of a new Harmel 
formula: “Moves toward such a European identity are 
probably the most effective new contribution which 
Europe can make towards strengthening the alliance.”" s 
Sharing leadership with a strengthened Europe is a 
means of maintaining a beneficial institutional power 
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resource. Finally, the NATO alliance can be updated by 
broadening its concerns beyond the purely military. As 
an institution, NATO has a specific function, but the 
alliance of democratic nations is concerned with broader 
threats, including such transnational issues as ecological 
degradation and terrorism. Summit meetings of political 
leaders and meetings of parliamentarians can deal with 
military issues in the context of the broader agenda of 
public concerns in the Western democracies. 

Preservation of the U.S. alliance with Japan is also an 
important American interest. Japanese public opinion 
has been less mollified by the new Soviet policies, partly 
because of a territorial dispute over four small Japanese 
islands seized by the Soviet Union at the end of the 
war. The Japanese might be appeased if the Soviets 
returned the islands, but that would not remove Japan’s 
interest in avoiding the political problems associated 
with maintaining its military security without an Amer¬ 
ican alliance. Congress recently passed a resolution urg¬ 
ing Japan to spend 3 percent of its GNP on defense. 
The idea was that since the United States is hobbled by 
defense spending, Japan should be similarly hobbled. 29 
However, rather than pressing Japan to spend more on 
its military forces, the United States should adopt the 
Japanese concept of “comprehensive security” and press 
Japan to contribute 2.5 percent of its GNP to that 
broader goal. Since Japan now devotes 1.5 percent of its 
GNP to its military (by NATO accounting rules), this 
could mean that Japan would spend at least an addi¬ 
tional 1 percent of its GNP on the budgets of interna¬ 
tional institutions, UN peacekeeping, and economic 
assistance to developing countries. In return, the United 
States should be willing to support an increase in 
Japan’s voice and vote in international institutions. In 
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addition, within the military area, the United States 
should encourage evenly balanced joint projects in ordpr 
to assure access to Japanese technology and to symbol¬ 
ize the beneficial interdependence in the security area. 


AN OPEN INTERNATIONAL ECONOMY 

A critical strategic choice will be between what Edward 
Luttwak calls “a collective prosperity strategy that would 
promote further trade liberalization, and a trading-bloc 
strategy that would ‘sell’ access to the U.S. market by 
competitive bidding, . . . mainly between East Asians 
and Europeans.” 50 Maintaining an open international 
economy will be difficult in a world where “develop¬ 
ment states” follow neo-mercantilist practices. The suc¬ 
cess of Japan in using government protection to develop 
new industries has been followed by Korea and others. 
The United States does not want to let foreign gov¬ 
ernments subsidize and target important industries, 
destroying them one by one and making the U.S. econ¬ 
omy look like swiss cheese. At the same time, however, 
the United States also does not want protectionism to 
spread, as this tends to make an economy less efficient. 
Foreign competition is an effective antidote to the cozy 
and debilitating domestic arrangements that were called 
economic sclerosis in chapter 7. Non-tariff restrictions 
were applied to 12 percent of American imports in 1980 
and rose to 21 percent in 1984; the rise is estimated to 
have cost American consumers between $30 and $50 
billion. For example, economists estimate that each job 
saved in the U.S. automobile industry by reducing for¬ 
eign competition adds $105,000 annually to America’s 
total expenditure on cars.’ 1 An open international econ- 
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omy also contributes to global economic growth, which 
has political and security implications not only for the 
industrialized countries but also for the developing 
countries that otherwise would be inadvertently penal¬ 
ized by the spread of trade barriers. 

The classical argument for free trade does not rest on 
reciprocity. When Britain abolished its corn-law tariffs 
in 1846, it did so unilaterally. Thus, if a country chooses 
to subsidize its exports, that is like a gift to the import¬ 
ing country’s consumers. But modern voters are often 
more concerned about their roles as producers than as 
consumers. Even as consumers, they would suffer if a 
foreign government used subsidies to capture market 
share, destroy local industry, and raise prices. Moreover, 
certain goods, such as microchips, may have security 
implications or spin-off benefits for other parts of the 
economy, which economists call "externalities.” Thus, 
to ignore the effect of trade on the sectoral composition 
of the U.S. economy is to ignore the benefits of such 
externalities. As noted in chapter 2, Edwardian Britain 
should have devoted more attention to certain new 
industrial sectors, but it was prevented from doing so 
by the dominance of classical liberal ideology. 32 On the 
other hand, when governments pick and protect win¬ 
ners (or losers), they may do more poorly than markets 
and even worsen the situation. Moreover, every indus¬ 
try is likely to plead special circumstances, and national 
security too easily becomes the first refuge of protec¬ 
tionist scoundrels. Once protection is granted, it is dif¬ 
ficult to remove and may lead to cycles of tit-for-tat 
retaliation. 

At times, limited retaliation to the restrictive prac¬ 
tices of other countries may be necessary to open their 
markets, but a general policy of managed or bilaterally 
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balanced trade is mistaken. Concern for the effects of 
trade on the sectoral composition of the economy is 
appropriate on security grounds and in economic the¬ 
ory, but any action should be a move toward an ideal 
of increasing global comparative advantage over time. 33 
Government action is appropriate when there are major 
and clear security effects, or when a new industry with 
enormous potential spin-offs is in its infancy. Even in 
such instances, however, subsidy of public goods like 
basic or industrial process research is better than protec¬ 
tion. If protection is granted because of political pressures 
for early development or adjustment of declining indus¬ 
tries, it should be conditional on specific improvements 
and limited in time. Trade policies will always remain 
imperfect compromises in democratic nations, but a guid¬ 
ing vision and some basic principles can help to preserve 
the benefits of an open international economy. 

Fortunately, trade is not the only dimension of an 
open international economy. Current annual global 
trade of roughly $3 trillion is a small fraction of the 
annual financial flows across national borders. In 1987, 
foreign investment in the United States came to $1.5 
trillion of stocks, bonds, and other assets, up from $107 
billion in 1970. Of the 1987 total, $262 billion repre¬ 
sented direct investment, up from $13 billion in 1970. 
Capital also flows in the other direction: American firms 
have invested a fifth of their capital overseas with a 
book value in 1987 of $308 billion. 34 When the market 
share of American multinational corporations operating 
overseas is added to exports from the United States, 
American-owned corporations’ share of world markets 
has changed very little since the 1950s. 35 A considerable 
fraction of international trade takes place among the 
subsidiaries of transnational corporations on the basis of 
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corporate global planning. When tariff barriers are 
erected, direct investment by these corporations helps 
to alleviate the effects of protectionist measures. 

Ironically, opinion polls show that the American pub¬ 
lic generally views foreign direct investment in the 
United States as a problem. Although direct investment 
helps to bring productive activity and jobs back to the 
United States, 40 percent of the American public favors 
a ban on foreign investment. 36 Foreign firms employ 
only 3 percent of American workers (8 percent in man¬ 
ufacturing) and own less than 1 percent of American 
land, yet there is growing fear of their political influ¬ 
ence and control. 5 There is little systematic evidence 
to support these fears. 58 To the contrary, direct foreign 
investment in factories or land provides a tangible hos¬ 
tage within American governmental jurisdiction, and a 
foreign identity is a distinct liability in the battle of 
lobbyists. Thus, maintaining an open attitude toward 
foreign investment will be an important aspect of main¬ 
taining an open economy. 

Direct American investment abroad helps to transfer 
resources and skills to developing countries, but it is not 
enough alone to induce growth in the developing world. 
Since the long-term American interest lies in the rapid 
growth of Third World countries and improving the abil¬ 
ity of their governments to deal with transnational issues, 
additional measures are needed. Alleviation of the debt 
problem that curbs growth in many developing countries 
is essential. Curtailment of the American budget deficit 
would reduce U.S. absorption of Japanese savings, which 
could then be available for investment in poor countries. 
In addition, the United States must increase its devel¬ 
opment assistance (which declined from 1981 to 1988) 
and keep its markets open to the exports of developing 


Future Worlds and American Choices 


253 


countries. As shown in chapter 6, the poverty and weak¬ 
ness of underdeveloped countries can return to haunt the 
United States in unexpected ways in an age of inter¬ 
dependence. 


INSTITUTIONS TO GOVERN 
INTERDEPENDENCE 

Maintaining an open international economy will require 
more attention to institutions for managing economic 
interdependence, the final component of the strategy 
for transition to interdependence. Large governments 
are losing their ability to control private actors that work 
easily across national borders. The recovery of govern¬ 
mental power, while never complete, can be enhanced 
by coordinated action among governments. To develop 
such coordination, the United States will have to invest 
more heavily in a variety of multilateral institutions than 
it has in the past decade. 

During the 1980s, the Americans rightly concluded 
that American leadership had to be more assertive but 
wrongly concluded that leadership meant acting unilat¬ 
erally. According to The Economist, the Reagan admin¬ 
istration misread history: “unilateralism was not the way 
America did business with its allies in its most powerful 
days in the 1950s. That was when the United States was 
most involved in multilateral institutions like the World 
Bank and the IMF'.” 59 But more important than the 
Reagan administration’s initial resistance to interna¬ 
tional policy coordination and institution-building was 
its return to more traditional policies in the face of real¬ 
ity. A world in which Mexico or Brazil might default on 
massive debts to U.S. banks proved too risky to Amer- 
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ica’s financial health. Financial stability required the 
intervention of the IMF, whose resources the adminis¬ 
tration, in a shift of policy, then persuaded Congress to 
increase. In another shift, when the Reagan administra¬ 
tion thought through the security implications of the 
spread of nuclear weapons, it moved to maintain the 
international nonproliferation regime. Similarly, when 
the Iran-Iraq War raised the prospect that the Persian 
Gulf might be closed, administration planners became 
more interested in the emergency coordination role of 
the International Energy Agency (IEA) in Paris. Like¬ 
wise, AIDS increased American interest in the World 
Health Organization in Geneva. 

The grudging acceptance of international institutions 
illustrates the impossibility of following a strategy of 
global unilateralism to guide U.S. foreign policy in an 
era of interdependence. Even officials who expect little 
from international institutions have discovered their 
value in achieving American purposes. Self-interest in an 
interdependent world, rather than a desire to improve the 
world or an ideology of collectivism, accounts for this 
discovery. Global unilateralism may lead to occasional 
foreign-policy triumphs, but it is an inadequate answer to 
the host of problems that can be addressed only through 
international cooperation. 

As a great power with a stake in world order, the 
United States has a strong interest in developing and 
supporting international regimes; that is, the sets of 
rules and institutions that govern areas of interdepen¬ 
dence. Such regimes vary greatly in their scope and 
membership, dealing with issues ranging from monetary 
issues, international trade, and management of natural 
resources to cooperation against terrorism, control of 
armaments, enviionmental pollution, and the manage- 
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ment of particular geographic areas. 40 In recent dec¬ 
ades, for example, a number of these regimes have 
served U.S. interests by helping to inhibit the spread of 
nuclear weapons, limiting trade protectionism, and or¬ 
ganizing the rescheduling of loans to less-developed coun¬ 
tries. The existence of an international regime that 
discourages proliferation of nuclear weapons has greatly 
aided American policy in this area and has made the world 
a safer place. The Non-Proliferation Treaty (NPT), 
opened for signature in 1968, and the UN International 
Atomic Energy Agency (IAEA), created in 1957, are part 
of the reason that nuclear weapons have spread so slowly, 
to less than one-third the number of countries predicted 
by President John Kennedy in 1963. During the last dec¬ 
ade, The General Agreement on Tariffs and Trade 
(GATT) has not kept liberalism in trade from weakening 
under the pressures of economic distress and rapid 
changes in comparative advantage. But reflections on 
what happened in the 1920s and 1930s suggest that with¬ 
out this essentially liberal regime, trade protectionism 
might well be spiraling out of control. 

However, not all international institutions contribute 
effectively to the management of collective problems. 
Some rules enjoy less support than others and some 
organizations are ineffective. Certain international orga¬ 
nizations have degenerated into large unwieldy theaters 
for irresponsible voting blocs. In such instances, a 
smaller group of governments may need to withdraw or 
work around the fossilized institutions. But those that 
do work well help governments in four major ways. 
First, they facilitate burden-sharing. Governments often 
will contribute to a common objective only if others do 
the same, and states find it harder to evade their obli¬ 
gations when a great power can point to clear rules and 
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procedures. International regimes establish a set of stan¬ 
dards that can be applied to all states, large or small. 
Second, they provide information to governments. 
Shared information is essential for effective action, par¬ 
ticularly on issues that cross national boundaries easily, 
such as controlling the spread of communicable dis¬ 
eases, allocating telecommunications frequencies, and 
limiting pollution of the atmosphere and oceans. Infor¬ 
mation-sharing also encourages cooperation on other 
issues by governments that might otherwise act alone. 
Important agreements may result when information re¬ 
veals substantial shared interests. International regimes 
make other governments’ policies more predictable, and 
therefore more reliable. They also can provide informa¬ 
tion indirectly; for example, by giving government offi¬ 
cials access to each other’s policy-making processes 
through negotiations and personal contacts, by which 
they can anticipate more confidently their partners’ re¬ 
actions to hypothetical future events. 

The third benefit of international regimes is that they 
facilitate diplomacy by helping great powers keep mul¬ 
tiple and varied interests from getting in each other’s 
way. As interdependence links issues, countries become 
more likely to trip over their own feet. The United 
States discovered more than fifty years ago that recip¬ 
rocal trade agreements with one country could harm 
trade with many others; it became impossible to deal 
effectively with each issue except in a framework of 
rules (institutionalized in unconditional most-favored- 
nation treatment), within which particular negotiations 
could be carried on. Likewise, when the United States 
unilaterally proclaimed its decision to exercise jurisdic¬ 
tion over fishing and offshore oil activities near U.S. 
coasts in 1945, other countries made an escalating series 
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of contradictory demands for control of a wide variety 
of ocean resources. Well-designed regimes introduce 
some order into such situations by clustering issues 
under sets of lules. 

Finally, as discussed in chapter 7, international rules 
and institutions introduce greater discipline into U.S. 
foreign policy. International rules help reinforce conti¬ 
nuity and a long-term focus, in contrast to what typi¬ 
cally prevails in democratic politics. They also set limits 
on constituency pressure in Congress. For example, 
when domestic vintners sought to exclude European 
wines, U.S. wheat farmers, worried about retaliation, 
were able to defeat this move in part by invoking the 
rules of GATT. 

In short, international regimes will be a crucial com¬ 
ponent of the American strategic vision for the transi¬ 
tion to interdependence. Under such circumstances, the 
United States must rely on institutional power to orga¬ 
nize collective actions to deal with interdependence. 

Certainly, not all international rules and institutions 
are in the American interest. Some may be beyond 
repair. In some cases, the United States may want to 
establish smaller groups with higher standards. Some 
trading partners may be willing to agree to a greater 
reduction of nontariff barriers than all members of the 
GATT could agree upon. Sorting out U.S. interests as 
they relate to each international organization will require 
more attention in the future. 

Importantly, the dichotomy between unilateral and 
multilateral action is not as sharp as it first appears. The 
United States is bound to follow mixed strategies in this 
transitional period. Some multilateral arrangements will 
be ad hoc or will involve only a few countries. And, 
though it may seem paradoxical, unilateral action can 
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sometimes play a useful role in building international 
institutions, as exercising leadership often calls for 
someone to act first. Nonetheless, any such unilateral 
action must be structured so that it does not prevent 
others from joining, and it must be consistent with long¬ 
term U.S. goals for international organizations. 

A special form of unilateral action is military force. 
Judiciously used or threatened, military force can play 
a critical role in maintaining international order. For 
instance, the knowledge that great powers can, at least 
in principle, assert their right of passage through con¬ 
tested waters is a useful background to American bar¬ 
gaining over the law of the sea. Indiscriminate use of 
force, however, can prove too costly in relation to the 
particular interests pursued; trying to seize oil fields in 
response to an oil crisis could cause an economic as well 
as a political crisis. But the U.S. naval force was a wel¬ 
come stabilizing presence in the Persian Gulf when the 
Iran-Iraq War threatened to spill over. In other cases, 
such as environmental pollution and international mon¬ 
etary issues, force is largely irrelevant, and diplomatic 
hints of force may generate resentment that interferes 
with American objectives. In instances related to terror¬ 
ism, drugs, or weapons proliferation, force may play an 
essential role. A key consideration is always that force 
should be coupled with legitimacy. If a military action 
is widely regarded at home and abroad as justifiable, the 
cost of employing force can be reduced. In the coming 
transitional decades, as Robert Tucker argues, “force 
[will remain] an indispensable instrument of order and 
. . . circumstances may require its unilateral employ¬ 
ment.” 41 But unilateral initiative does not mean lack of 
consultation or absence of concern about the opinion 
of others. 
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American leadership remains essential to the future 
world order. In a study of the economic summit meetings 
held since 1975, Robert Putnam and Nicholas Bayne 
discovered that “when American leadership within the 
summit context has faltered, no other country has been 
able to pick up the slack.” But, they warn, the United 
States was unable to impose cooperation unless it acted 
in concert with at least one other major partner. 42 


CONCLUSIONS 

Americans are rightly concerned about the changing 
position of the United States in world politics. How¬ 
ever, to describe the problem as American decline is 
misleading. This view directs attention away from the 
real causes that lie in long-term changes in world poli¬ 
tics and suggests remedies that would weaken rather 
than strengthen America’s standing. Withdrawal from 
international commitments, for example, would reduce 
U.S. influence without necessarily strengthening the 
domestic economy. Indeed, given recent experience, 
what the United States might save in international 
expenditure would probably increase domestic con¬ 
sumption rather than investment. 

Although the 1990s will require Americans to cope 
with the debts of the previous decade, the world’s 
wealthiest nation should still be able to pay for both its 
international commitments and its domestic investments. 
Americans can afford both social security and interna¬ 
tional security. America is rich but acts poor. In real terms, 
GNP is more than twice what it was in 1960, but Amer¬ 
icans today spend much less of their GNP on interna¬ 
tional leadership. The prevailing view is “we can’t afford 
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it” despite the fact that U.S. taxes are a smaller percent 
of GNP than in other OECD nations. This suggests a 
problem of domestic political leadership in power con¬ 
version rather than long-term economic decline. The ul¬ 
timate irony would be for Americans to perceive these 
short-term problems as indicators of long-term decline and 
respond by cutting themselves off from the sources of 
their international influence. This need not be the case 
if Americans react appropriately to global changes. 

As has happened many times in the past, the mix of 
resources that produce international power is changing. 
What may be unprecedented is that the cycle of hege¬ 
monic conflict with its attendant world wars may not 
repeat itself. The United States today retains more tra¬ 
ditional hard power resources than any other country. 
It also has the soft ideological and institutional resources 
to retain its leading place in the new domains of trans¬ 
national interdependence. In this sense, the situation for 
the United States at the end of the twentieth century 
is quite different from that of Britain at the century's 
beginning. Thus, loose historical analogies and falsely 
deterministic political theories are worse than merely 
academic; they may divert Americans from addressing 
the true nature of their situation. The problem for U.S. 
power in the twenty-first century will not be new chal¬ 
lengers for hegemony but the new challenges of trans¬ 
national interdependence. 

The United States has both the traditional hard 
power resources and the new soft power resources to 
meet the challenges of transnational interdependence. 
The critical question is whether it will have the political 
leadership and strategic vision to convert these power 
resources into real influence in a transitional period of 
world politics. The implications for stability in the 
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nuclear era are immense. A strategy for managing the 
transition to complex interdependence over the next 
decades will require the United States to invest its 
resources in the maintenance of the geopolitical bal¬ 
ance, in an open attitude to the rest of the world, in 
the development of new international institutions, and 
in major reforms to restore the domestic sources of U.S. 
strength. The twin dangers that Americans face are 
complacency about the domestic agenda and an unwill¬ 
ingness to invest in order to maintain confidence in 
their capacity for international leadership. Neither is 
warranted. The United States remains the largest and 
richest power with the greatest capacity to shape 
the future. And in a democracy, the choices are the 
people’s. 
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Introduction 

The Debate About Decline 

In 1941, Life magazine proclaimed this "the American century." 1 The United States emerged 
from World War II with its armies victorious and the dollar impregnable. Historian Arnold Toynbee 
argued that the United States had to succeed Britain as the leader of the world. 2 President Truman 
accepted that challenge in 1947, when the United States replaced waning British aid to Greece 
and Turkey. By the mid-1960s, Undersecretary of State Eugene Rostow claimed that "the United 
States has now occupied the role of chief policeman for the free world for about twenty years. The 
office has required diplomatic and military exertions of us in a long series of conflicts—from Iran, 
Lebanon, Turkey, and Greece to Berlin, Korea, Cuba, and Vietnam." 3 At the same time, Harvard 
Professor Samuel Huntington argued that "by the year 2000 it should be clear retrospectively that 
the dominant feature of international politics during the thirty years after World War II was the 
expansion of American power." 4 

"By the 1970s, however, Business Week declared that "the colossus that emerged after World 
War II" was "clearly facing a crisis of the decay of power." 5 The United States had suffered defeat 
in Vietnam, an oil embargo, and rising inflation at home. In the 1980s, America slid from the 
position of the world's largest creditor to that of a net debtor. Its share of world product slipped from 
33 percent of the total in 1950 to 23 percent in the 1980s. Its share of world exports fell from 17 
percent in 1950 to 10 percent in 1988, and its share of world monetary reserves dropped even 
more dramatically, from 50 to 9 percent. 6 

By 1989, half the American public believed that the nation was in decline. Only one in five 
Americans believed that the United States was the top economic power, even though it remained 
by far the world's largest economy. After President Reagan's military build-up in the 1980s, only a 
fifth of the people believed that the United States was ahead of the Soviet Union in overall military 
strength. About a third of the public believed that the country's nuclear arsenal was weaker than 
that of the Soviet Union, and half believed that the United States' was behind in conventional 
military strength. 7 A rash of books and articles published in the 1980s described the decline of 
nations, and American decline in particular. 

Comparisons of Britain and the United States now emphasize the negative rather than the 
positive. "Today America is where Britain was around the turn of the/ century," wrote MIT 
economist Lester Thurow in 1985. "Rome lasted a thousand years, the British Empire about 200; 
why are we slipping after about 50 years?" 8 

Others find the United States position in the 1980s so reminiscent of the British decline in the 
late nineteenth century that "rather than investigating whether a situation of hegemonic decline and 
economic crisis exists, it is now possible to examine what effects this situation has had." 9 

Some scholars suggest that the American situation is typical of the imperial overstretch that 
has occurred throughout history. A growing nation builds its military power to protect its expanding 
economic interests, but eventually the cost of projecting military power saps its strength and the 
nation is replaced by another rising economic power. Immanuel Wallerstein sees overstretch as "a 
regular happening," with decline starting in Venice around 1500, in Holland around 1660, in Britain 
around 1873, and in America around 1967. "The basic reason was the same: the overall 
productivity edge relative to that of the closest rival states . .. had begun to fritter away because of 
aging plant (in the loosest sense of this term) and rising comparative costs of the factors of 



production, combined with the high economic costs of political and military imperium which led to 
rising taxation levels." 10 Paul Kennedy, in his best-selling book The Rise and Fall of the Great 
Powers, writes that "the difficulties experienced by contemporary societies which are militarily top- 
heavy merely repeat those which, in their time, affected Phillip ll’s Spain, Nicholas M's Russia, and 
Hitler's Germany." 11 

Such historical analogies suggest that major U.S. foreign policy changes are needed. Kennedy, 
for example, believes that "our overcommitments in foreign policy can be reduced," 12 whereas 
political scientist David Calleo attributes America's fiscal deficit to its "comparatively large military 
expenditures." Calleo suggests withdrawing troops from Europe, and "selective proliferation" of 
nuclear weapons to our allies. 13 Walter Mead believes that America's decline will continue. 14 Others 
also conclude that the United States needs to reduce its international commitments in accordance 
with its diminishing strength. 15 

I argue, however, that these historical analogies are misleading and the diagnosis wrong. 
Policies of retrenchment are premature and, ironically, they could produce the very weakening of 
American power they are supposed to avert. Withdrawal from international commitments might 
reduce American influence overseas without necessarily strengthening the domestic economy. 
Further, the nations of the world have become so inextricably intertwined that efforts to draw back 
would be difficult at best. 

But before one can attempt to shape policies on the basis of historical analogies and theories 
of decline, it is essential to have an accurate assessment of America's current position. This 
assessment can be based on an examination of these four issues: (1) What is America's current 
power position? (2) How is it changing? (3) What has caused the changes? and (4) What are the 
appropriate responses? These concerns, which must be dealt with separately, are often mixed 
together in historical analogies and grand theories of decline. Moreover, contrary to many of the 
decline assertions cited earlier, the answers to these questions are not solely pessimistic; they 
often show a more positive view of the U.S. position at the end of the twentieth century. 

In this introduction, I explain the terms of the contemporary debate about decline and discuss 
its importance. Part I is about the nature of power in the past—chapter 1 investigates the history of 
hegemonic or dominant powers, chapter 2 challenges the validity of currently popular comparisons 
of Victorian Britain and modern America, and chapter 3 examines in detail the extent and nature of 
U.S. power after World War II to the present. In part II, chapters 4 and 5 question the ability of 
potential challengers—the Soviet Union, China, Europe, and Japan— to supersede the United 
States as the world's leading power. Although this book concludes that the United States will 
remain the leading power, part III explains why this conclusion, which is based on traditional power 
analysis, in no way permits American complacency. Chapter 6 examines the changing nature of 
power in the modern world, and chapter 7 explains the new challenges that such changes present 
to our society. Finally, chapter 8 outlines a new strategic vision for dealing with the problems of 
future decades. 

Critical Questions 

There is no doubt that the United States is less powerful now at the end of the twentieth 
century than it was in mid-century. Even conservative estimates show that the U.S. share of global 
product has declined from more than a third of the total after World War II to a little more than a 
fifth in the 1980s. 16 However, there is less agreement on what these numbers mean. 

One problem in assessing U.S. decline is the "World War II effect." Unlike the other great 
powers, .the United States was strengthened by the war. It was not bombed or invaded, and it built 
impressive military forces and a powerful industrial base. Other nations involved in the war were 
devastated. In this sense, U.S. economic preponderance in the 1950s was anomalous. But like 
the boy on the block who dominates while others have the flu, American preponderance was 
bound to erode as other nations regained their economic health. Further, the recovery of Europe 
and Japan was an explicit goal of the U.S. policy of containing Soviet expansion. Much of the 



relative decline since the 1950s, then, is simply a return to normal after the artificial effect of World 
Warll. 

Is Decline Continuing? 

Paul Kennedy argues that U.S. decline has been continuous: "The U.S. share of world GNP, 
which declined naturally since 1945, has declined much more quickly than it should have over the 
last few years." David Calleo is even more alarmist: "Thanks to economic strain and 
mismanagement, relative decline has begun to turn absolute." 17 

However, other investigations do not support the case for continuous decline in America's 
share of the world product. Charles Wolf of the Rand Corporation notes that "if a more appropriate 
and representative base year is used—say, the mid-1960s (or even a pre-World War II year such 
as 1938)—the remarkable fact is that the U.S. economy's share of the global product was about 
the same 'then' as it is 'now': about 22% to 24%." 18 Herbert Block's careful estimates of shares of 
world product date the fading of the World War II effect on the United States somewhat later than 
Wolf does, but the result is the same. Block estimates that the United States represented about a 
quarter of world product in the early twentieth century and about a third in 1950. He claims that the 
postwar American share of world product declined until 1974 and then stabilized. Similarly, the 
American Council on Competitiveness finds that the U.S. share of world product has held constant 
at 23 percent-since the mid-1970s, and that its share of the product of the major industrial 
democracies actually increased slightly in the 1980s. The Central Intelligence Agency, using 
numbers that reflect the purchasing power of different currencies, reports that the American share 
of world product increased slightly from 25 percent in 1975 to 26 percent in 1988. 19 

The results of these studies conflict with the view that American decline has been either 
precipitous or continuous. They suggest instead that the World War II effect lasted for about a 
quarter century and that most of the decline worked its way through the system by the mid-1970s 
and then stabilized. In contrast, those who support the view of continuous decline challenge the 
use of global product as an indicator. They prefer other indices, claiming that GNP estimates are 
crude aggregates that change too slowly. 20 

Changing Yardsticks 

How should we measure power in a changing world? Throughout the centuries, statesmen and 
other observers have mistakenly perceived the metric of power. For example, seventeenth-century 
mercantilist theorists, who focused on Spain's reserves of gold and silver bullion from the mines in 
the Western Hemisphere, would not have predicted Holland's commercial rise or the strength of 
France derived from larger population and improved administrative structures. In the eighteenth 
century, those who focused on France's population and rural industry would have missed the rise 
of Britain due to its political stability and favorable conditions for the industrial Revolution. In 1900, 
American writer Brooks Adams used the control of metals and minerals as an index of future 
military and economic power; he predicted "the decline of Britain and the ascendancy of Russia 
and China. 21 

However, raw materials and heavy industry are less critical indices of economic power today 
than are information and professional and technical services. According to sociologist Daniel Bell, 
the first technological revolution happened two hundred years ago, with the advent of steam- 
powered transportation and factory machine production. The second technological revolution 
arrived a century ago, when the spread of electricity and chemistry allowed the production of 
synthetics and plastics. The third technological revolution, underway today, joins computers and 
telecommunications to produce television imagery, voice telephone, digital computer data, and 
facsimile transmission. 22 These new technologies offer a unified but complex system of services 
from interlinked computers and electronic mail to information storage and retrieval. The information 
revolution is changing the notion of markets; no longer geographic places, they have become 
global networks. Speed and flexibility of response to new information is becoming increasingly 



important. If Bell is correct, the appropriate indicators of power today are related to manufacturing 
and services in the information industries. 

The information revolution is having very different effects on different nations. The centralized 
planning systems of the Soviet Union and China lack the flexibility needed for an information-based 
economy. The European economies have been slower than the United States and Japan in 
adapting to the new environment. Japan has made the most rapid gains in high-technology 
exports, but these gains have come more at the expense of the rest of the world than of the U.S. 
share, which dropped only slightly over the decade 1980-1990. In chapter 3, I look more closely at 
indices at several levels of aggregation—from GNP to the-detail of a specific industry—to compare 
how various nations have fared. 

Imperial Overstretch? 

Although imperial overstretch is a frequently cited cause of the change in America's power 
position, the facts do not support the theory. According to the overstretch theory, "the Great Power 
is likely to find itself spending much more on defense than it did two generations earlier, and yet 
still discover that the world is a less secure environment." 23 However, even after President 
Reagan's military build-up, the current U.S. defense outlay is only about 6 percent of GNP; in the 
Eisenhower and Kennedy administrations, it was near 10 percent. Further, the U.S. defense 
burden is not at all like that of Spain or France in their last days of grandeur. Philip M’s Spain 
devoted three-fourths of all government expenditure to war and war debt. 24 The France of Louis 
XIV and the Russia of Peter the Great devoted, respectively, 75 and 85 percent of their revenues 
to war and the military establishment. 25 In the United States today, just about 27 percent of the 
federal budget is spent on defense (including veterans' benefits). And unlike the historical 
examples, America's overseas commitments do not involve the occupation and control of 
conquered territories. 

Paul Kennedy has argued that our net defense burden is greater today because the United 
States has a lower share of world product than it did previously. He likens the United States to an 
aging man carrying a pack up a hill, less able to carry the burden than before. But, as figure l.l 
shows, the ratio of America's defense burden to its share of world product has not increased over 
time and is even lower now than it was in the 1950s. Although such ratios of aggregates are 
sometimes unreliable, they still cast doubt on analogies about increasing burdens. Indeed, contrary 
to the theory of imperial overstretch, the U.S. defense burden today is lighter than it was in the 
1950s, and the political burdens of American commitments are lighter today than during the 
Vietnam War. Some theorists of imperial overstretch assume that defense spending is harmful to 
the economy, noting that Japan spends a bit more than 1 percent of its GNP on defense and has a 
higher rate of economic growth than the United States. However, such simple correlations are 
misleading. South Korea and the People's Republic of China, for example, spent more of their 
GNP on defense than did the United States in the late 1970s and early 1980s, yet both had even 
higher economic growth rates than Japan. Moreover, while defense spending has had some 
negative effects, it also has had some positive effects on the U.S. economy. Few careful and 
balanced economic studies show conclusively that defense spending had a significant negative net 
impact on the economy. 26 A priori assumptions about the effects of defense spending cannot 
rescue the theory of imperial overstretch from its fatal problem: it simply does not fit the facts of the 
American position at the end of the twentieth century. 

Prior Debates 

The debate about America's current position in the world is confusing not only because of fuzzy 
concepts and numbers, but also because of emotional factors. The idea of decline touches a raw 
nerve in American politics. Some people react emotionally against discussions of decline because 
of national pride. But it is counterintuitive and ahistorical to believe that the United States should 
have the dominant share of world product or power forever. American power has clearly declined 



since 1945, and even if the decline has largely halted, some continued erosion would be natural. 
The appropriate American response to the changing international environment should not rest on 
an exaggeration of American power. Thus, it is foolish for politicians to treat discussions of decline 
as unpatriotic, just as it was for those in Spain and Britain who claimed they too were not like past 
great powers because they had "a superior system." 27 

Unfortunately, the debate about decline is becoming polarized along ideological lines. 
Understanding America's position in the world is too important to leave to ideology or to loose 
historical analogies. All too often, journalists refer to the United States emerging "from World War II 
as an imperial power" or describe the 1950s as a time when "America bestrode the world." 28 
However, as we shall see in chapter 3, even at its postwar peak, the power of the United States 
was far more limited than these exaggerations suggest. Analyses that compare the present with a 
mythical past depreciate the present U.S. position and contribute to the impression of decline. 

Concern about decline would be good for the United States if it cut through complacency and 
prodded Americans to deal with some of the serious domestic issues outlined in chapter 7. On the 
other hand, Samuel Popkin has found that excessive anxiety about decline may turn American 
opinion toward nationalistic and protectionist policies that would constrain our ability to cope with 
issues created by growing international interdependence. 29 Thus, there is no virtue in either 
overstatement or understatement of American strength. The former leads to failure to adapt, the 
latter to "cures" that do more harm than the disease. 

There is a long history of concern about decline in Western thought. It can be found, for 
example, in the works of eighteenth-century European writers Rousseau, Montesquieu, Burke, and 
Gibbon. The idea of decline, particularly as it relates to the history of Rome, even worried the 
founders of the American Republic. 30 Recently, Samuel Huntington identified five phases of what 
he calls "declinism" in postwar America: (1) after the Soviets launched Sputnik in 1957; (2) after 
Nixon's announcement of multipolarity in the late 1960s; (3) at the time of the oil embargo in 1973; 
(4) after Soviet expansion in the late 1970s; and (5) after the onset of Reagan's fiscal and trade 
deficits in the late 1980s. Huntington suggests that such recurring worries may be "better 
indications of American psychology than of American power." 31 

There is also a history of premature and misleading predictions of decline. Many eighteenth- 
century British leaders lamented Britain's decline as a result of losing the American colonies. 
Horace Walpole foresaw Britain's reduction "to a miserable little island, and from a mighty empire.. 
[to] as insignificant a country as Denmark or Sardinia." 32 These predictions, colored by the 
eighteenth-century view of colonial commerce, failed to foresee the new industrial base of power in 
the Victorian era that gave Britain a second century. Yet at the height of Britain's ascendency in 
1865, Matthew Arnold saw "an imminent danger of England losing immeasurably in all ways, 
declining into a sort of greater Holland." 33 In 1878, former Prime Minister William Gladstone worried 
that "America is passing us by as if in a canter." 34 At the turn of the century, as we shall see in 
chapter 2, Britons debated how to appraise their global position but they were unable to reach a 
consensus or to draw policy conclusions. 

Decline is a tricky word because it bundles together two quite different concepts: a decrease in 
external power and internal deterioration or decay. However, a country may experience decline in 
one sense, but not in the other. For example, the seventeenth-century Netherlands flourished 
internally but declined in power because other nations became stronger. Spain, on the other hand, 
lost external power in part because it suffered an absolute economic decline from the 1620s to the 
1680s. 35 Or, like Venice, a country may reach its internal cultural peak after outside factors (the 
shift of trade routes) initiated its decline as an economic power. At the beginning of this century, 
Vienna was a cultural capital even as the Austrian Empire declined politically. 

Obviously, the two concepts of decline are related. Internal deterioration can contribute to loss 
of external power, but often it is difficult to identify which internal changes were the major causes of 
power loss and when they occurred. At latest count, scholars have advanced more than two 
hundred alleged causes of the decline of Rome and still disagree on dates. 36 The Romans them¬ 
selves often saw their world in despairing terms; some of them began to worry about decline as 
early as 133 B.C., six centuries before the conventional date for the Fall of Rome. From a.d. 300 to 



450—the period that modern historians identify as declining—the Roman economy was 
demonstrably healthy. Financial problems contributed to the gradual paralysis of {he state, but 
commerce and manufacturing were lively. 37 As one historian concludes, "the 'Rome that declines' 
is thus not one single thing but many things, and the search for any one cause across the board is 
futile. So, too, is the search for any one period in which all aspects of Roman civilization were 
much changed." 38 The eastern half of the Roman Empire survived under increasingly precarious 
conditions for nearly another thousand years after Roman armies became unable to protect the 
western provinces. The Western Empire was not the victim of a rising challenger state. It 
succumbed to the long-term pressure of invading migratory tribes: "In any straight fight they could, 
and they usually did, defeat superior numbers of Germans.. . . What they could not do was cope 
indefinitely with this kind of enemy." 39 

Power is relative, depending in part on what is happening at home and more so on what is 
happening outside. An empire may survive for a long time after aspects of civilization begin to 
decay at home if outside challengers are weak. Although civic corruption and loss of administrative 
and military efficiency may have allowed nomadic tribes to sack Rome, its external challengers 
were weak. The Fall of Rome in a.d. 476 occurred two centuries after the onset of major corruption 
in its government and deterioration of its military. 

A nation may also decline in power relative to other nations because it chooses not to use the 
power resources at its disposal. For instance, early eighteenth-century France allowed its naval 
and fiscal resources to stagnate relative to Britain's, but unlike Spain in the previous century, the 
French decline was only temporary. The stagnation in French war potential did not represent an 
absolute decline, as the subsequent Napoleonic Empire proved. Yet in terms of basic resources, 
"one could argue that France's ability to expand militarily was greater in 1750 than it would be in 
1805." 4 °The difference was in the results of leadership and policy choices. A more recent example 
is the United States. Emerging from World War I as a potentially dominant global power, it 
nonetheless chose a policy of isolationism that made it a secondary player in world political events. 
American influence was lower in 1928 than in 1918, but not because it had lost power resources. 

Absolute decline, in which there is a loss of critical power resources or of the ability to use 
one's own resources effectively, is less common than relative decline in which the power resources 
of others grow greater or are used more effectively. Neither type of decline requires nor implies 
domestic decay. As Raymond Aron suggests, "[djecadence implies value judgments.... Decline 
simply describes a power relationship." 41 Such external power relationships are the concern of this 
book. Although in chapter 7 I examine how internal changes affect power relationships, the main 
focus of this book is on the external dimensions of power, not value judgments about the quality of 
American civilization at the end of the twentieth century. 

Does It Matter? 

Some suggest that the current debate on American decline should be regarded as a register of 
mass psychology and popular fads rather than an analysis of power 42 Others ask why Americans 
should worry about power. Why not focus solely on wealth and live as well as Swedes or 
Canadians? The short answer is that the United States is not in the same geopolitical position as 
Sweden or Canada. It cannot afford a free ride in world politics. If the largest country in a world of 
nation-states abdicates leadership (as the United States did in the 1920s), the results can be 
disastrous for all. In an assessment of the debate about American decline, British scholar Susan 
Strange concludes that "we are all in agreement... on the critical nature of the present end-of- 
century decade. We share a common perception that mankind ... is standing at a fork in the road. 
...In the last resort, it may be that this common concern is more significant than the differences of 
interpretation." 43 



Decline and War 


Perceptions of change in the relative power of nations are of critical importance to 
understanding the relationship between decline and war. One of the oldest generalizations about 
international politics attributes the onset of major wars to shifts in power among the leading 
nations. Thus Thucydides accounted for the onset of the Peloponnesian War which destroyed the 
power of ancient Athens, The history of the interstate system since 1500 is punctuated by severe 
wars in which one country struggled to surpass another as the leading state. 44 If, as Robert Gilpin 
argues, "international politics has not changed fundamentally over the millennia," the implications 
for the future are bleak 45 And if fears about shifting power precipitate a major war in a world with 
50,000 nuclear weapons, history as we know it may end. 

Psychology plays a large role in initiating war as well. It was not merely the rise of Athenian 
power but also Sparta's fear of that rise that caused the Peloponnesian War. Some historians 
argue that misperception played a role; ironically, Athenian expansion may actually have tapered 
off shortly before the onset of the war 46 World War I is another striking example. Its immediate 
precipitant was the punitive response of the Austro-Hungarian government to an act of terrorism. 
The rashness of the Austrian response was affected by the fear that their empire was in decline 
and they had no good alternative. The Germans gave their Austrian allies a blank check in 1914 
partly because they saw little risk of war and partly because they feared growing Russian strength. 
Some key officials felt it better to risk war with Russia in 1914 than to face it later. Britain, in turn, 
intervened because it feared rising German dominance on the continent. Fear of decline played a 
significant role in the risks that leaders took. In Gilpin's words, "the outbreaks of hegemonic 
struggles have most frequently been triggered by fears of ultimate decline and the perceived 
erosion of power." 47 Some who apply such theories to modern times believe that "a period of 
increasing war could be expected around 2000-2030." 48 

Of course, such concerns may be too alarmist. There are no iron laws of history. People can 
learn from their mistakes, and the awesome destructive power of nuclear weapons is a new 
stimulant to learning 49 There is no need for a declining Soviet Union to repeat the role of Austria- 
Hungary, or for the United States to play Britain, or for modern Japan to be like prewar Japan. But 
indeterminacy cuts both ways. Dangers persist, and prudent diplomatic calculations may become 
more difficult when fundamental assumptions are shaken. Historians have attributed the current 
unprecedented "long peace" among the major powers to fear of nuclear war and to the stability of 
the bipolar system, in which two nations have dominated the balance of power. 50 

The End of Bipolarity? 

Theorists and political leaders have heralded the emergence of a multipolar system for nearly 
two decades. Mikhail Gorbachev's reforms and the changes in Eastern Europe have led to 
discussion of the end of the Cold War. What such changes mean for stability is not clear. A 
reduction in the intensity of U.S.-Soviet conflict is indeed welcomed, but political leaders have had 
no experience managing a truly multipolar balance of power in the nuclear age. How these leaders 
learn and respond to new situations will be affected by their perception of opportunities and 
dangers, including fears of decline. For instance, what would it mean for stability if a Japanese 
leader grew tired of guiding a mercantile nation and concluded "there's no glory in an abacus, so I 
vote for grandeur"; 51 or if Soviet leaders saw nationalism eroding their country; or if Germans seek 
to unite the three German-speaking states? 

Current changes are taking place in a world that is built on the outcome of the last hegemonic 
war, which ended in 1945 with the division of Germany. That division temporarily answered the 
German question that plagued Europe since Bismarck created a state in the center of Europe that, 
to be strong enough to defend itself simultaneously on two fronts, was also so strong that it 
frightened its neighbors. In Asia, 1945 meant the end of Japan's bid for military hegemony over the 
western Pacific, and the adoption of a new commercially oriented approach to international affairs 
in close alliance with the United States. 



The United States did not seek a territorial empire or a hegemony that would keep the losing 
nations of 1945 in servile positions. Instead, it stimulated their economic revival and strategic 
partnership to balance Soviet power. To the extent that the United States has had a grand strategy 
for foreign policy over the past forty years, it has been to promote economic prosperity and political 
stability in Western Europe and Japan and to maintain close alliances with them. As George 
Kennan pointed out, after the war, only a few areas in the world had the industrial and 
technological creativity to affect deeply the global balance of power: the United States, the Soviet 
Union, Western Europe, and Japan. 52 Of these, Europe and Japan are close geographically to the 
Soviet Union. That they are close to America politically has been profoundly important to the global 
balance of power for forty years. 

Because the geopolitical world still rests on the tectonic plates of 1945, a rapid shifting of those 
plates may call for dramatic new strategies. But if the changes are incremental, a radical shift of 
strategy may do more harm than good. Any strategic assessment must begin with an appraisal of 
U.S. power in terms of traditional power resources. This assessment is the focus of parts I and II of 
this book. 

Continuity and Change 

As we shall see in part III, a good assessment of power must go beyond traditional geopolitics. 
If we focus too heavily on power transitions among leading states, the historical analogies may 
mislead us about the nature of other changes that are occurring in world politics. The end of this 
century will be very different from its beginning. The American problem now is not one of decline 
like Britain's or of challenge by a rising contender like Germany. The United States is likely to 
remain the leading power, yet it will have to cope with unprecedented problems of interdependence 
that no great power can solve by itself. Many of the new issues in international politics—ecology, 
drugs, AIDS, terrorism—involve a diffusion of power away from states to private actors and require 
organizing states for cooperative responses. The classical geopolitical agenda of international 
security among independent nations will continue alongside these new problems of transnational 
interdependence. A good strategy must focus on both aspects simultaneously. If our analyses are 
cast solely in terms of the power transitions of the past, we will overlook what is new about the 
future. 

Theories and historical analogies are not just academic; they color our view of the world." As 
we shall see in chapter 3, the United States was not as powerful in the postwar period as is implied 
by those who speak of American "hegemony" or "empire." The natural decline after 1945 is often 
exaggerated by comparison with a mythical past, when America allegedly "bestrode the world." In 
fact, the World War II effect had largely worked its way through the international system by the 
early 1970s. As C. William Maynes points out, the loss of nuclear superiority, the end of self- 
sufficiency in oil, and the challenge to the dollar can be dated back to the Nixon administration, 54 
At that time, some critical adjustments took place, including the withdrawal from Vietnam and the 
end of convertibility of the dollar into gold. While there has been some relative decline of power in 
specific sectors since then, the American position has changed much less in the past decade and 
a half than it did in the earlier period of supposed hegemony. Further, as part II demonstrates, no 
country is at this time well positioned to challenge the United States for global leadership. 

Lest Americans become complacent, however, it is important to emphasize that the traditional 
focus of statesmen and scholars on the rise and fall of nations and on new challengers and old 
hegemons neglects to account for a critical new dimension of world politics— the growth of 
transnational interdependence and the diffusion of power to smaller states and private actors. As 
we will see in part III, no great power, not even the United States, is placed well enough to deal 
with these issues alone. One positive message of this book is that American leadership is likely to 
continue well into the next century. But another message—the changing nature of power—is 
equally important. Too much concern about a decline of power in traditional terms, or too much 
complacency about the status quo, may cause Americans to overlook the importance of the 



changing nature of power and, as a result, to pursue the wrong strategies as they enter the twenty- 
first century. 
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Chapter 2 


The British Analogy 

The Great Power is in trouble. A costly intervention in a distant part of the globe disrupted its 
economy and created doubts about whether it can fulfill its international commitments. Military 
superiority is lost. Its most powerful rival, the world's largest land power, now has a significant 
naval force. Forty years ago, the Great Power's economic and industrial capacity was in a class by 
itself. Now its industrial base is eroding, imports are soaring, and calls for protectionism are rising. 

It asks its allies to share its burdens but to little avail. Funds are needed to repair the domestic 
social fabric but no one knows where they will come from. It is uncomfortable being the top nation 
in a period of relative decline. 

Does this scenario describe early twentieth-century Britain or the United States at the end of 
the century? Paul Kennedy suggests both, 1 and he is not alone in drawing such analogies. 

Scholars on the Left write of "uncanny resemblances between late Victorian England and the 
United States today," 2 and professors at Harvard Business School argue that "starkly put, the 
question is whether the United States is in the early stages of a decline similar to the United 
Kingdom." 3 

As we saw in chapter 1, theories of hegemonic stability and transition in the modern world are 
based mostly on two cases: Victorian Britain and post-1945 America. Robert Gilpin, a leading 
theorist of hegemonic transition, argues that "the Pax Britarmica and Pax Americana, like the Pax 
Romana, ensured an international system of relative peace and security." Since the Industrial 
Revolution, the United States and Britain have "succeeded in this hegemonic role partially because 
they have imposed their will on lesser states and particularly because other states have benefited 
from and accepted their leadership." 4 The economist Charles Kindleberger argues that a liberal 
system of free trade has required that one country keep the system open: "For the world economy 
to be stabilized, there has to be a stabilizer, one stabilizer." 5 But providing order is expensive. 
Although smaller countries benefit, they cannot be forced to pay their share of the burden. This, in 
turn, saps the capability and will of the leading state and contributes to decline. 

Others have raised serious questions about the theory of hegemonic stability. For instance, the 
theory is criticized for its assumption that the order created by the large state is a public good that 
benefits all states. In some cases, the order created by large states does not benefit others. Even 
when others do benefit, the large state may not be benevolent; it may merely be acting in its own 
interests and receiving ample rewards. 6 The provision of order in this case would be a source of 
strength to the state rather than a cause of decline. 

The theory is also ambiguous about the relationship between military and economic power. It 
dates Britain's leadership of the coalition that defeated France and created the new order at the 
Congress of Vienna at the beginning of the century, whereas most scholars date Britain's 
economic hegemony at least a half-century later. As Arthur Stein points out, "the golden age of 
free trade in the nineteenth century began decades after Britain's emergence as a hegemonic 
power. The return to protectionism started in the latter part of the nineteenth century, when Britain, 
despite the beginning of a decline in its relative power, was still the hegemon." 7 While Britain 
enjoyed naval power on the world's peripheries, its military power in Europe was limited and had 
little relation to its economic policies. It was never powerful enough to impose free trade on the 
United States or on European countries. Although Britain embraced free trade with the repeal of 
the Corn Laws in 1846, its decision was unilateral and did not rest on the ability to force other 
major countries to cut tariffs. 8 In what two British historians call "the imperialism of free trade," 9 
British gunboats occasionally forced poor countries in what would today be termed the Third World 
to open their ports to trade. But there is a significant difference between coercing distant, less- 
developed countries and winning the adherence of major European rivals. Timothy McKeown 
makes the point that French and Prussian tariff reductions in the 1860s were triggered more by 
liberal ideology and domestic politics than by British pressure. 10 



Like Cinderella's sisters, the theorists of hegemonic stability and transition find the slipper of 
nineteenth-century history an uncomfortable fit. According to Robert Keohane, "that the theory of 
hegemonic stability is supported by only one or at most two cases casts doubt on its general 
validity." 11 If the theory of hegemonic stability and transition really boils down to a poorly based 
historical analogy, we must doubt its usefulness in explaining the current American situation. To 
understand why the analogy is misleading, we need to look more closely at the British experience. 

How Strong Was Great Britain? 

Between 1689 and 1815, Britain and France fought seven major wars. France was the most 
populous country in eighteenth-century Europe, with 21.5 million people in 1750, compared to a 
population of 10.5 million in the British Isles. 12 France also had the largest army, while Britain's 
ranked third or lower. The British navy ranked first in number of ships, but at the time of the 
American War of Independence, the French-led naval coalition considerably outnumbered the 
British navy. 13 Even as late as 1830, the French economy was slightly larger than Britain's, with 
14.8 and 14.2 percent, respectively, of Europe's total GNP. 14 

Britain's advantages in the eighteenth century were in its naval power, its protected island 
location, and its more advanced system of credit and public finance which allowed it greater 
leeway than France in financing its military efforts. 15 As it entered the nineteenth century, Britain 
maintained these power resources and gained two others: a growing population (which quadrupled 
from 10 to 40 million) and a burgeoning industrial production. Although British and French 
manufacturing production were about equal in 1800, by the 1850s Britain surpassed France. 
Britain's GNP rose nearly 2.5 percent each year during Queen Victoria's reign. In Kennedy's words, 
"Britain benefited so much from the general economic and geopolitical trends of the post-1815 era 
that it became a different type of Power from the rest. ... By the 1860s, however, the further spread 
of industrialization was beginning to change the balance of world forces once again." 16 

Britain had a relatively easy time in the first half of the nineteenth century. From the defeat of 
France in 1815 until the unification of Germany in 1870, Britain benefited from a stable balance of 
power without the dangers of any one country dominating Europe. Moreover, despite occasional 
threats, there were no serious challenges to British naval supremacy. Until the 1890s, Britain was 
able to maintain the standard set by Foreign Secretary Lord Castlereagh in 1817 of a navy equal to 
the next two fleets combined. 17 The empire was ruled in large part through local troops. Thus, the 
costs of defense averaged about 2.5 to 3 percent of GNP for much of the century, rising briefly to 6 
percent during the Boer War. 18 Britain also benefited from relative political stability at home during 
times when some of its potential rivals were torn by domestic political turmoil. The nation's liberal 
philosophy of free trade was not accepted by the United States and, Russia, the two largest 
economies in the latter half of the 1800s. And, as we have seen, Britain did not impose its trade 
philosophy on its continental rivals. Even so, the widespread nineteenth-century belief in a limited 
governmental role tended to coincide with British liberal preferences. 

Despite its sources of power, Britain was not as preponderant in the nineteenth century as is 
implied by those who speak of Pax Britannica. Although it may have had the highest per-capita 
income (some economic historians suspect that the American level was higher), Britain ranked 
third (behind Russia and France) with a 14-percent share of Europe's GNP in 1830, and third 
(behind Russia and Germany) with a 17-percent share in 191 3. 19 As table 2.1 shows, Britain had 
the second largest number of military personnel at the end of the Napoleonic Wars and the fourth 
largest on the eve of World War I. With the exception of the Boer War, Britain's small volunteer 
army never exceeded 300,000, a quarter of which was tied down in India. 20 

Britain's leadership in terms of share of world manufacturing production was relatively brief, 
from 1860 to the 1880s (see table 2.2), Its preponderance was greatest in 1880, but it was 
overtaken by the United States by 1890 and by Germany early in the twentieth century. However, 
Britain maintained its leadership in world trade throughout the nineteenth century. In fact, the 
United States did not surpass Britain's share of world trade until after World War II. 21 (See table 
2.3.) But share of world trade is a poor index of power. A low share may reflect a large internal 



market and a low degree of dependence on the outside world, whereas a high share may 
represent- high vulnerability. As British military planners concluded in 1901, when they debated 
whether to resist or appease the growing American naval strength, even if a strengthened navy 
could defeat the U.S. fleet, "the vast size of the internal American market and the country's 
relatively small dependence on foreign trade rendered it virtually immune from even the most 
complete naval blockade." 22 Similarly, Britain's position as the world's leading exporter of capital 
assured an inward flow of dividends, which meant it did not have to worry about trade deficits, and 
gave it a nest egg of foreign assets to finance foreign purchases of war materials after 1914. But 
the nation's export of capital was a mixed blessing. The 8.5 percent of Britain's net national product 
that was invested abroad in the eight years before World War I represented savings not used for 
upgrading British industry. In addition, the high value of the pound hurt the competitiveness of 
British industry. 23 

The Decline of British Power 

Explaining Britain's decline has almost become an industry in itself, albeit of cottage scale. 24 A 
lengthy list of domestic causes has been adduced. As early as 1898, Henry Adams believed that 
"British industry is quite ruined." But he also believed that "Germany has become a mere province 
of Russia." 25 In 1900, his brother Brooks Adams wrote that since 1890, "an impression has gained 
ground that England is losing vitality, that the focus of energy and wealth is shifting, and that, 
therefore, a period of instability is pending." He blamed, in part, British lethargy and high living, and 
pointed to the Boer War as an indication that Britain no longer had the willingness to accept 
casualties in war. 26 (Of course, this was soon disproved by the enormous British losses in World 
War I.) 

World War I showed Britain to be an impressive power. It not only had willing manpower but 
also an industry capable of being mobilized for war, overseas investments that could finance the 
purchase of U.S. technology and military supplies, and a navy large enough to ensure control of 
the Atlantic. In addition, Britain could call on the resources of its empire. Of the 8.6 million British 
forces in World War I, nearly a third came from overseas (though four-fifths of the expenditure was 
British). 27 By 1918, Britain had the world's largest air force and navy and the empire had reached 
its maximum size. In 1921, both popular and informed British opinion agreed with General Jan 
Smuts of South Africa that the British Empire had "emerged from the War as quite the greatest 
power on earth." 28 

Yet the war, or more precisely, the thirty-year struggle with Germany, did more to hasten British 
decline than any other factor. Competing with Germany, rather than possessing an empire, drove 
up defense spending. It is perhaps too simple to say along with Woody Alien (in the movie Zelig) 
that the explanation is easy—"Britain owned the world and Germany wanted it." But if Bismarck 
and his successors had not unified the many German states into a single continental force after 
1870 (with a population already larger than Britain's), the British era might have lasted longer. It 
was Germany, not the pre-1914 empire, that overstretched Britain. 

Of course, the British era would not have lasted forever. Even early in the nineteenth century, 
Alexis de Tocqueville pointed out the enormous potential of the United States and Russia. 29 In 
1835, Richard Cobden wrote that "our only chance of national prosperity lies in the timely 
remodeling of our system, so as to put it as nearly as possible upon an equality with the improved 
management of the Americans." 30 Cambridge historian Sir John Seely argued in 1883 that 
federation of the empire was the only way that Britain would be able to compete with Russia and 
the United States, which were "on an altogether different scale of magnitude." In 1879, former (and 
future) Prime Minister William Gladstone worried that America "can and probably will wrest from us 
our commercial superiority." 31 

In short, Britain's relative power was bound to decline because of a number of external factors. 
The spread of industrialization throughout the world was raising new economic and military 
competitors. The growing strength of Germany meant that Britain would no longer have a free ride 
on the continental balance of power. Moreover, as we saw in chapter 1, the spread of railways 



meant that Britain would no longer have as much time to raise interventionary forces and to trans¬ 
port them to the continent. Also, the distribution of power in the regional balances of the Atlantic 
and Pacific was shifting because of the growing strength of the United States and Japan. By the 
turn of the twentieth century, British planners felt they could no longer afford a navy that dominated 
the Pacific and Western Hemisphere, as well as home waters. Thus, Britain signed an alliance with 
Japan and appeased the United States with conciliatory measures, including accession to the 
Panama Canal, which further enhanced American naval strength by allowing the United States to 
shift its fleet quickly between two oceans. Henceforth, Britain applied the traditional two-power 
naval standard— that is, a navy equal to the next two contenders—only to its home waters. 32 

A final external cause of the decline of British power was the rise of nationalism, which helped 
to transform the empire from an asset to a liability. In 1914, London declared war on Germany on 
behalf of the entire British Empire. But long before post-World War II anti-colonial nationalism 
stripped away Britain's Asian and African colonies, the dominions of Canada, Australia, and New 
Zealand were resisting rule from London. By the time of the Chanak Crisis with Turkey in 1922, 
London discovered that it could not automatically count on empire support. After 1926, British 
military planners no longer considered the British Commonwealth a reliable basis for military plans. 
Such forces were at best "a possible bonus." Yet, as Correlli Barnett points out, the continued 
existence of the empire "would pump away from England the military resources she needed for her 
own war in Europe." American Lend-Lease in 1941 provided those resources, but by 1945, "British 
power had quietly vanished amidst the stupendous events of the Second World War." 33 

There were also internal causes of the decline of British power. Among the most important 
were the failure to maintain the productivity of British industry, particularly in new sectors, and the 
nature and level of education. The two factors were related. "British governing class education was 
really appropriate to a moment in history that had already vanished. ... They hardly thought at all 
of British power in terms of industrial competitiveness, science, technology, or strategy." Britons 
found the imperial alternative "more attractive than the 'industrial' one because its upper class was 
dominated by a landowning aristocracy which set the tone for the rest." 34 Although Britain 
continued to produce entrepreneurs who responded to market incentives, these 
entrepreneurs focused on the staples of textiles, shipbuilding, and light industry rather than on the 
new science-based industries. The nation failed to invest in the latest technology in such critical 
new industries as chemicals, electricity, and precision engineering. "The most sophisticated 
sectors of the late nineteenth and early twentieth centuries depended far more on applied science. 
It was in exports from these that Britain was most conspicuously outclassed." 35 In 1913, Britain 
controlled two-thirds of world exports of manufactures in declining sectors but only one-fifth of 
exports of expanding sectors. 36 Until 1902, it had no public secondary school system despite public 
awareness of German educational superiority. Britain had only 7 universities, compared to 22 in 
Germany and about 700 colleges and technical schools in the United States. 37 

As noted earlier, the increasing economic importance of overseas investment was transforming 
Britain into a rentier society where financial interests maintained an overvalued currency 
detrimental to British industry. 38 Overseas investment rose from 0.2 to 5.2 percent of GNP between 
1870 and 1913. By 1900, 80 percent of the capital issues on the London market were for overseas 
investment. By 1914, Britain owned 43 percent of the world stock of investment overseas. 39 As 
Nobel Laureate Sir W. Arthur Lewis put it in 1978: 

Britain was caught in a set of ideological traps. She could not lower costs by cutting 
wages because of the unions.... She could not. . . increase her propensity to export by 
developing or by paying export subsidies. She could not pioneer in developing new 
commodities because this now required a scientific base which did not accord with her 
humanistic snobbery. So instead she invested her savings abroad; the economy 
decelerated, the average level of unemployment increased, and her young people 
emigrated. 40 

Finally, Britain had problems with power conversion. Its domestic political process did not allow 
the full transformation of its potential power resources into, effective influence. Aaron Friedberg 



convincingly shows that the problem was not complacency—to the contrary, there was widespread 
concern about decline. 41 At the turn of the century, "the press argued that England was behind in 
scientific organization, in the use of machinery, and the training of workers." 42 But the debate was 
confused, with little agreement about useful measures or appropriate responses. While return to 
primacy was impossible after 1900, and Britain did seek out new allies after the Boer War, British 
elites could have done more to preserve the nation's position and to prepare for coming 
challenges. British conservatives believed that Britain was financially stretched to its limit and 
feared the economic effects of raising income taxes. They failed to invest in the forces needed to 
maintain global naval supremacy and disguised that fact from the public by keeping the same 
slogans. Thus, the British Empire became dependent on the goodwill of the new regional powers— 
the United States and Japan. Henceforth, Britain had to avoid embroilment with more than one 
first-class power in more than one region of the world at a time. Further, it did not implement 
conscription (as the other major European powers had done after 1871) or pay for an adequate 
army to help maintain the balance on the continent in the new age of rail mobilization. The 1906 
plan for 120,000 troops to assist France proved woefully inadequate in 1914. 43 

The British debate over trade was phrased in terms of polar extremes of protectionism versus 
free trade. Little attention was given to temporarily protecting critical sectors or to forcing reciprocity 
on foreign markets. Colonial Secretary Joseph Chamberlain tried to rouse his Conservative 
colleagues to a more coherent response, but his protectionist scheme would have made things 
worse. Not surprisingly, it attracted the support of the least competitive elements of British 
industry 44 In any event, Chamberlain wound up splitting his party. Prime Minister Arthur Balfour's 
moderate suggestion of selected retaliatory tariffs to force open foreign markets was lost in the 
ideological cross fire over free trade, and little attention was paid to the security implications of the 
sectoral composition of British industry. 45 

Joseph Chamberlain was no more successful in the security area. At a 1902 colonial 
conference, he failed ,to persuade the colonies to share the burden of naval costs. His plaint that 
"the Weary Titan staggers under the too vast orb of its fate" 46 did not pry forth new resources. Nor 
could Chamberlain convince his conservative colleagues that Britain's burdens were relatively light. 
In fact, the entire government budget was only 15 percent of GNP (contrasted with nearly 45 per¬ 
cent in modern Britain). And although the Boer War created a deficit from 1899 to 1903, the budget 
was in surplus thereafter; the national debt in 1907 was not much higher than it had been in the 
1880s. A. J. P. Taylor estimates that Britain spent 3.4 percent of its national income on armaments 
in 1914, compared to 4.6 percent for Germany and 6.3 percent for Russia. Other estimates place 
Britain ahead of Germany but behind France in its military burden. 47 

So why did Britain decide it could not afford to maintain naval supremacy or an adequate 
continental expeditionary force? In large part, it was because the adherents of the prevailing 
economic orthodoxy believed in the negative effects of government spending, and they particularly 
opposed raising income taxes. Here the analogy to modern American politics is striking. The 
popular belief that Britain was suffering from imperial overstretch—despite its light defense burden 
at 3 percent of GNP— caused it not to invest as well as it might have in the domestic and external 
power resources that could have slowed its decline 48 

Britain and America: Major Differences 

Even if Britain's leaders had played their domestic cards perfectly, Britain still would have seen 
a significant decline in power in the twentieth century. A. J. P. Taylor speculates that the 
impressive growth of German industry would have brought Germany to the mastery of Europe if it 
had not been for World War I. 49 The industrialization of the United States, Russia, and Japan was 
bound to shrink Britain's share. Moreover, nationalism would soon erode the empire. In a sense, 
Britain rose to its leading position because it was on the first wave of the Industrial Revolution in a 
pre-nationalist era. Yet it is remarkable that such a small country could control a quarter of the 
world's people in the largest occidental empire since Roman times. 



Such special factors in Britain's rise make skeptics wary about the fashionable analogies 
between Britain's decline and the current situation of the United States. There are at least four 
major differences in the power positions of Victorian Britain and modern America. The first is the 
degree of predominance during the period of alleged hegemony. As we have seen, Britain's power 
resources in the mid-1800s were most impressive in naval force, finance, and manufacturing 
production. But, as Robert Keohane points out, Britain was never as superior in productivity to the 
rest of the world as the United States was after 1945. And twentieth-century United States was 
never as dependent on foreign trade and investment as was nineteenth-century Britain. 50 Further, 
as Bruce Russett notes, even during its heyday, Britain was not in first place on some critical power 
resources, as the United States was after 1945 (see table 2.4). 51 In fact, the United States .not only 
ranked higher on more dimensions during its "hegemony” than did Britain, but there are important 
differences of scale that suggest these rankings will persist longer. Britain, an island the size of a 
middling American state, ruled a quarter of the world. But, as we have seen, the empire quickly fell 
victim to nationalism and ceased to be a reliable basis for British military plans. 

The second major difference between Victorian Britain and modern America is that the United 
States has been a single, continental-scale economy immune to nationalist disintegration since 
1865. Today, American imports account for only 12 percent of GNP in contrast with the British 
figure of 25 percent in 1914. As table 2.4 shows, even at the peak of its power in the 1870s, Britain 
had only the third largest economy in the world and it fell to fourth place by 1914. In contrast, the 
current U.S. GNP is considerably larger than the nearest competitor states. Such differences of 
scale must be kept in mind when encountering theories of overstretch. 

Third, for all the loose talk (and looser definitions) about an American empire, there are 
important differences between Britain's territorial empire and America's areas of influence. 
Americans have more choice about types and levels of defense commitments than did Britain. 
There are more degrees of freedom for all parties. American trade is not as drawn to 
unsophisticated markets. By 1913, two-thirds of British exports were going to semi-industrial and 
nonindustrial countries. 52 Some modern historians argue that territorial empire became a net drain 
on Britain. 53 Whether NATO is considered a forward defense of U.S. borders in which Europeans 
provide 90 percent of the manpower, or an act of American generosity, it is hard to portray U.S. 
alliances constituting a similar burden, particularly since the withdrawal of U.S. troops to home 
bases would not save money unless the units were disbanded. Unlike Edwardian Britain, which 
had to leave its isolation and cast about for allies at the beginning of the twentieth century, the task 
for the United States as it enters the twenty-first century will be to renew and update the successful 
alliances with the great industrial democracies that have been so critical to the global balance of 
power for the past forty years. 

The fourth major difference between the United States and Britain lies in the geopolitical 
challenges that the two nations face. Most important, Britain faced rising contenders in Germany, 
the United States, and Russia in 1900. The nearest of those contenders, Germany, had not only 
surpassed Britain in economic strength but also was becoming militarily dominant and a threat to 
Britain's supremacy on the European continent. America's external situation today is quite different. 
Its principal military adversary, the Soviet Union, is the power suffering from imperial overstretch. 
The Soviet Union dominates an unstable East European empire and its economy has suffered a 
serious deceleration of the growth that previously allowed Soviet expansion. In addition, Soviet 
defense is often estimated to be 15 percent of GNP, and some estimates place the costs of 
defense and empire at more than 20 percent of GNP—some three times higher than the relative 
burden on the U.S. economy. 54 The British analogy would be proper if Kaiser Wilhelm ll's 
Germany, rather than passing Britain in economic and military strength, had been declining and 
searching for a breathing spell from its military build-up. 

As we will see in part II, none of the other major world powers is now overtaking the United 
States in military and economic power. Although Western Europe has the skilled population, the 
GNP, and the improved Common Market coming in 1992, few observers believe that European 
integration will progress soon to a single government or a single security policy. Similarly, China 
may become a potential rival of the United States over a much longer term, but China's human and 



technological infrastructure is much less developed than that of the United States or even the 
Soviet Union. And while many Americans believe that Japan's economic strength is a greater 
challenge than Soviet military power, economic competition is not a zero-sum game where one 
country's gain is its competitor's loss. Thus far, Japan has chosen the strategy of a trading state 
rather than that of a military power. There is no current analogue to the Kaiser's Germany. 

The more interesting comparisons between Victorian Britain and modern America lie in the 
domestic domain. Here, as we see in chapter 7, there are legitimate causes for concern. 
Productivity growth in the American economy has fallen to an annual rate of 1.4 percent from its 
2.7 percent average annual rate in the first two postwar decades. In the 1980s, net national 
savings fell to a new low of 2 percent, and gross investment at 17 percent of GNP was only about 
half of the Japanese level of 30 percent. Civilian research and development was 1.8 percent of 
GNP in the United States, 2.8 percent in Germany, and 2.6 percent in Japan. Foreign inventors 
accounted for almost half of U.S. patents in 1987, compared with one-third a decade earlier. Yet 
even here, one should be wary of too simple comparisons with Britain. 55 Whereas Britain fell 
behind in leading sectors of chemicals and electricity at the turn of the twentieth century, the United 
States is today one of the leaders in critical new sectors such as information processing and 
biotechnology. The United States attracts capital from the rest of the world whereas Britain 
exported it. Further, emigration drained talented Britons from their homeland, but immigration 
continually infuses the United States with new labor and energy. 

Perhaps the most interesting domestic comparison is political. Will the United States cope with 
both its international commitments as the world leader and its need for domestic reforms? Here the 
British experience suggests caution. As we have seen, the reluctance to raise taxes to pay for 
leadership is an apt analogy. Aaron Friedberg shows how the political processes of Victorian 
democracy tended to fragment the national debate. He speculates that centralized countries may 
have a better chance of coordinating a response to early inklings of relative decline than do liberal 
democracies. On the other hand, in 1900 Britain's competitors were behind Britain in efforts to 
integrate national assessments. 56 Fear of decline in Kaiser Wilhelm's centralized political system 
contributed to the overreaction and war that ultimately deprived Germany of its possible rise to 
dominance in Europe. The Soviet Union under Brezhnev is a modern case of a centralized 
autocratic system .that failed to respond quickly to warning signals. Thus, even in politics, the jury 
is still out, and one must be wary of overly simple analogies. With analogy stripped away, we look 
at the period after 1945 and the alleged hegemony of the United States in the next chapter. 
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Chapter 8 


Future Worlds and American Choices 

The institutions of American democracy were not designed to maximize American power in 
world politics. Most Americans prefer to tolerate the institutional inefficiencies that protect personal 
liberties rather than to remove them for the sake of pursuing an optimal global strategy. The result 
is a messy policy process that reflects the Constitution's "invitation to struggle." 1 Nonetheless, the 
United States has pursued an effective global strategy for more than four decades after World War 
II. Today, however, that strategy is frayed. 

The postwar strategy of the United States had two dimensions; both reflected the lessons of 
the 1930s. It stressed that an open international economy would prevent the retaliatory closing 
down of world trade that had exacerbated the Great Depression and contributed to political 
instability. In addition, a system of alliances among the Western democracies was needed to 
contain Soviet power. As George Kennan argued, it was "essential to us, as it was to Britain, that 
no single Continental land power should come to dominate the entire Eurasian land mass” 2 The 
dramatic growth in the world economy and the avoidance of war among the great powers, despite 
inefficiencies and misadventures, are testimony of the success of the American strategic 
vision. Containment had the effects that Kennan forecast, albeit more slowly than he expected: 

"the emergence of divisions within the international Communist movement, the erosion of 
communism and the resurgence of nationalism, and the exhaustion of communism as an 
ideology." 3 But success bred a new problem. Today, a half century after World War II, many have 
begun to question the American postwar strategic vision. In the view of historian John Gaddis, "the 
geopolitical ice is shifting beneath our feet these days in unexpected ways." 4 The most dramatic 
change has been in Soviet behavior. In particular, Mikhail Gorbachev's 1988 announcement of 
major unilateral cuts in conventional Soviet forces and, in 1989, the holding of the first real Soviet 
elections in seventy years made it more difficult for Western leaders to sustain the image of a 
Soviet threat that needs to be contained. In 1989, the New York Times pronounced the Cold War 
over, and George Kennan told Congress that the Soviet Union "should now be regarded as 
another great power, like other great powers." 5 The Soviet Union's leading Americanologist, Giorgi 
Arbatov, wrote that the Western press had discovered that Gorbachev's removal of the Soviet 
stereotype as "the enemy" was his best secret weapon for changing the West. 6 

The decline in Soviet power and the changes in Soviet policy have highlighted other trends, 
including the erosion of the political division of Europe and the rise of Japanese economic power. 
Early in the 1980s, the Reagan administration welcomed Japan's increased power as a 
contribution to containment of the Soviet threat. But by the end of the decade, 56 percent of the 
American public believed that "economic competitors like Japan pose a greater threat to our 
national security than military adversaries like the Soviet Union." 7 In this respect, the contrast 
between the beginning and the end of the 1980s was indeed dramatic. 

Four Visions of the Future 

Despite a widespread sense that the world is changing and that containment is no longer a 
sufficient strategy, there is little agreement on appropriate visions of the future or on strategies to 
deal with the new conditions they will assume. Predictions and preferences often become 
intertwined in the opposing visions. The four major visions of the future speak of bipolarity, multi¬ 
polarity, regional blocs, and polyarchy. Although none of them is likely to provide a true picture of 
the future, each does provide important clues. 

Bipolarity 

Some analysts believe that the future will see a continuation (or restoration) of bipolarity. For 
conservatives, this vision rests on a mistrust of the Soviet Union and a reluctance to part from what 



has been successful in the past. For others, it is based on the belief that bipolarity has proven to be 
a uniquely stable distribution of power in the nuclear age. 8 Management of a balance of power with 
complicated nuclear deterrence systems has benefited from the simplifying calculus of bipolarity. 
But how well will states handle a nuclear balance if they have to consider many powers 
simultaneously? Whether bipolarity is the reason the world has avoided nuclear war is debatable, 
but even if true, it still cannot answer whether bipolarity will continue in the future. 

Gorbachev's reforms in the Soviet Union may be reversible, and he could be removed from 
power as Khrushchev was before him. But Gorbachev's successor would not likely choose to erase 
completely the recent changes in the Soviet Union, for this would probably accelerate rather than 
stem the decline of Soviet power. As we saw in chapter 4, the Soviet lag in adapting to the third 
industrial revolution and in developing an information-based economy are the results of problems 
deeply rooted in the Soviet political economy. Any conservative resurgence that did not address 
these problems might temporarily restore a sense of Soviet threat among the Western 
democracies (unless, perhaps, the resurgence were Russophilic and inward-oriented), but it would 
not preserve bipolarity in the longer term. It is more likely that elements of bipolarity will continue, 
particularly at the military level, and that concerns will remain about the reversibility of Soviet 
intentions. But these elements alone are unlikely to be sufficient to restore containment as the 
central strategic concept for the coming decade. 

Multipolarity 

A number of observers assume that since the future world will not be fully bipolar, it can best be 
described as multipolar. Some theorists argue that the flexible shifting of alliances associated with 
the classical multi polar balance of power will be a new source of stability in global politics. 9 In 
1971, Richard Nixon argued that "it would be a better and safer world if we have a strong healthy 
United States, Europe, Soviet Union, China and Japan, each balancing the other." 10 More recently, 
Henry Kissinger predicted the erosion of the dominance of the two superpowers in the 1990s: "You 
will have the U.S., Soviet Union, China, India, Europe. All of which will be simultaneously 
economic, political and military powers." 11 

However, as suggested in part II, the development of a true multipolarity of five countries (much 
less a sixth, India), with similar levels of power resources in several categories, is not likely to occur 
in the coming decades. As Stanley Hoffmann observed, "old-fashioned multipolarity resulted from 
the distribution of coercive power, but this polycentrism results from the devaluation of coercive 
powers." 12 According to The Economist, “'multipolarity' is not only bad English, it is sloppy 
thinking," 13 covering a multitude of different visions. At one extreme, multipolarity merely refers to 
the diffusion of power. At the other, it refers to a number of roughly equal powers, able and willing 
to shift alliances frequently to maintain their equilibrium. As argued in chapter 6, some of these 
countries are likely to be deficient in significant power resources, so the analogy to a classical 
military, multipolar balance of power is highly misleading. Even if such a situation did come about, 
the effect of rapidly shifting alliances on nuclear stability would certainly be open to question. As 
one Asian leader put it, "if America stops being the anchorman, if the Japanese start feeling they 
have to provide for their own security, it would be a disaster... . The Chinese fear a Japan with 
nuclear bombs even more than the Russians fear a Germany with nuclear bombs." 14 

Regional Blocs 

Another vision of multipolarity is confined to the economic area and envisages a world of three 
large regional trading blocs: Europe (with an African appendage), the American Hemisphere, and 
East Asia. 15 Given the difficulties of coordinating global economic policies and the already existing 
tendencies toward managed trade, proponents of this vision argue that management of the world 
economy would be easier, as well as simpler for the United States, if negotiations were carried 
out among three regional blocs. 



While regional trade may indeed increase, this vision abstracts too completely from the broader 
geopolitical context. Even if global free-trade interests in Europe no longer existed, Europeans 
would be unlikely to want an economic "fortress Europe" precisely because they would not wish to 
become a military fortress. Many Europeans want to keep an American security guarantee, and 
they fear that bloc protectionism might upset that situation. Moreover, Asians would not want to be 
confined to an Asian bloc that included Japan and excluded the United States. In the Chinese 
view, "the question of where Japan is heading has aroused grave concern in the international 
community." A Japanese century or "a Pacific era with Japan as the center" is unacceptable, 16 
Japanese leaders are well aware of such concerns and Japanese business does not want to be 
cut off from the important markets of the United States and Europe. Thus, it is unlikely that either 
Europe or Japan would move toward a three-bloc trading world unless protectionist policies in the 
United States pushed them in that direction. 

Polyarchy 

The fourth major vision of the future is polyarchy— "a situation of many communities, spheres 
of influence, hegemonic imperiums, interdependencies, [and] trans-state loyalties . . . that exhibits 
no clearly dominant axis of alignment and antagonism and has no central steering group or 
agency." 17 Seyom Brown argues that this polyarchic world might be less anarchic and violent than 
the decline of states into a new feudalism, where different communities engage in a wide variety of 
conflicts within and across state borders. But political configurations would be complex and 
unpredictable in such a world. Conflicts would be resolved primarily on the basis of ad-hoc 
bargaining among combinations of groups varying from issue to issue. The most powerful political 
entities in a polyarchic world would be "those that are major participants in the widest variety of 
coalitions and joint or multilateral ventures.. . . They would have the largest supply of usable 
political currency—in effect promissory notes for support on one issue in return for support on 
another." 18 

The vision of polyarchy is consistent with the diffusion of power and the increase of 
interdependence described in chapter 6, but it goes much further in its portrait of eroded hierarchy. 
It overstates the decline of the nation-state as the dominant institution in world politics. However, 
even if the vision is accurate, it portrays a world in which the United States would still remain 
powerful relative to other states. The diversity and scale of U.S. power resources would ensure 
that the United States would be involved in more political games, and thus have more promissory 
notes to transfer among issues than other states. 

American Interests and a New Strategy 

None of these four major visions of the future is an accurate or even a desirable prediction. Yet 
none can be completely ruled out, for the coming decades may see elements of them all. To some 
extent, their evolution depends on technological and political changes beyond American control. 
But, as the largest and most powerful state at the end of the twentieth century, American choices 
will make a difference. A hostile or obstructive response to Gorbachev's initiatives might delay 
somewhat the erosion of bipolarity. A protectionist trade policy could enhance the prospect of a 
three-bloc world. Protectionism coupled with American withdrawal from its alliances could stimulate 
Japanese and European fears that would increase the prospects of real multipolarity. Although 
polyarchy rests in part on the diffusion of power to nonstate actors and small states, its implications 
for stability and welfare will depend heavily on whether the largest state takes a lead in organizing 
collective action among other states or if it simply allows a new feudalism to develop. 

Not all observers agree that an American leadership position is so important. Economist David 
Gordon, for example, argues that the United States should heed John Maynard Keynes' advice to 
Britain in the 1930s to be self-sufficient. Gordon says that "we should not seek and do not need to 
be number one. . . . We should begin instead to work toward greater independence from the world 
economy, seeking self-sufficiency." 19 Similarly, journalist Alan Tonelson argues that American 



security and prosperity can be achieved in a "19th century-like world" with means "that fall short of 
todays internationalist formula of debilitating U.S. military expenditures on its allies' security." 20 

Why, then, should Americans worry about preserving and mobilizing their power resources for 
leadership? The simplest answer is that today's world is no longer like that of the nineteenth 
century, or even the 1930s. Drawing back from current international commitments would not stop 
technological change, hinder the development and global extension of an information-based 
economy, or change the high degree of dependence on transnational actors. Terrorism, drug 
traffic, AIDS, global warming, and other problems will intrude. Further, there are no purely domestic 
solutions to such transnational problems; rather, collective international action will be a critical part 
of their solution. Absence of leadership by the largest country would reduce the ability of all states 
to deal with such problems of interdependence. Polyarchy might develop more quickly and be far 
less benign if the United States does not continue to develop and mobilize resources for interna¬ 
tional leadership. Managing interdependence is a major reason for investing American resources 
for international leadership and must be central to a new strategy. However, certain geopolitical 
aspects of the world at the end of the twentieth century do resemble the nineteenth century as well 
as the 1930s. The lessons learned from these earlier periods indicate that if the strongest state 
does not lead, the prospects for instability increase. The Cold War may be over in the sense that a 
large part of the ideological hostility has drained out of the U.S.-Soviet relationship and that the 
Soviet Union is becoming "just another great power." But the reduced role of ideology does not 
mean the end of great power politics, nor does it allow states to be indifferent to the military 
balance of power. 

The United States will have a continuing interest in European security for several reasons. 

First, the continued presence of a military giant like the Soviet Union poses what might be termed 
an existential threat to Western Europe. Because Soviet intentions could change, the mere 
existence of such impressive and proximate military capabilities cannot be ignored. While 
European integration will eventually allow Europe to do more for its own defense, a credible 
American guarantee helps to balance Soviet power. Second, the question of Germany's division 
has thus far been managed successfully by wedding the Federal Republic firmly to Western 
Europe and by treating reunification as a cultural and social rather than a political issue. This strat¬ 
egy enjoys the support of a large majority of German (and West European) opinion. Thus, an 
American withdrawal that exacerbated fears of German reunification or led to German feelings of 
insecurity might undermine these sources of postwar stability. The effect of the two German states 
drawing closer will depend on the international context. The American security presence has had a 
reassuring effect 21 that will be needed for a considerable time to come. In addition, the situation in 
Eastern Europe could become politically explosive as those economically weak nations move 
toward greater national assertiveness. The United States has an interest in a secure and 
prosperous Western Europe that gradually draws the East European economies and societies 
toward pluralism. The primary role may rest with the Europeans, but if the United States divorced 
itself from the process, it might find the future geopolitical situation far less stable. 

The United States also has geopolitical interests and a major role to play in the stability of the 
balance of power in the Pacific. Today, the United States is the only country with both major 
economic and military power resources in the region. Other Asian powers desire a continued 
American security presence because they fear a remilitarized Japan. The domestic political 
consensus in Japan, however, is currently opposed to militarization of its policy. As we saw in 
chapter 5, the prevailing view is that Japan should not aspire to replace the United States but 
should work closely with it as a "vice-president" in the international system. The United States' 
interests in the stability of the Asian balance and in obtaining Japanese help on transnational 
issues are best served by continuing its alliance and security presence in the region. 

Thus, a successful strategic vision for the coming decades must take into account the 
geopolitical continuities as well as the new dimensions of transnational interdependence discussed 
in chapter 6. In the geopolitical realm, it will be critical to help manage the decline of the Soviet 
Union's empire in Eastern Europe in a way that allows evolution without violence or disruption of 
the process of change in the Soviet Union itself. A successful strategy must also provide reassur- 



ance of Western European security and encourage the solution to the German problem that 
caused three wars within seventy years. In Asia, a successful strategy must manage the 
impressive rise of Japanese economic power and channel it into global institutions rather than de¬ 
stabilizing regional military investments. 

Without a stable global military balance and geopolitical framework, the processes of economic 
and social evolution could be disrupted. But maintaining the military balance is not sufficient. The 
United States will also have to invest more heavily in resources for man aging transnational 
interdependence. In the long term of many decades, a new strategic vision may simply concentrate 
on managing interdependence, but its shape will depend on many unknowns as world politics 
evolve. The next decades are likely to be, periods of transition; a successful U.S. strategy will have 
the dual goals of managing the geopolitical balance of power inherited from the past, as well as the 
emerging interdependence that will increase in the future. Managing complex interdependence 
may someday replace balance of power, but a successful strategy for the transition must 
integrate four components: (1) restoring the domestic base of economic strength along the lines 
discussed in chapter 7; (2) maintaining a geopolitical balance of military power; (3) managing an 
open international economy that preserves the goal of global comparative advantage without 
sacrificing long-term domestic interests; and (4) developing a variety of multilateral regimes and 
institutions to organize the collective action of states for coping with the transnational agenda. 

Geopolitical Balance 

The two critical tasks in maintaining the balance of power will be managing the decline of the 
Soviet Empire and updating the democratic alliances in a post-Cold War climate. Some see the 
Soviet decline as proof of the success of the harsh policies of the first Reagan administration. They 
propose a strategy of further weakening of the Soviet Empire by continuing the Reagan Doctrine of 
counterintervention in the Third World, and of military expenditures that stress the Soviet economy 
and deprive the Soviets of their military advantages. 22 Aside from whether public opinion would 
sustain such a policy, it entails a number of risks. It is likely to divert economic resources from 
domestic policies that would enhance American economic competitiveness; it promises to create 
friction with the Allies; and it might lead to risky behavior by the Soviets. As Austria-Hungary 
showed in 1914, political leaders trying to stave off decline often make fatal mistakes. 

Since the Soviet Union will remain the one country that could destroy us, a better strategic 
vision is to pursue a normal relationship—one that can be summed up as "peaceful competition 
and cooperation." In the words of a joint U.S.-Soviet report, this means 

regularization of the competition to constrain forces that threaten war and to channel 
efforts toward joint gains and cooperation. Steps can be taken to demilitarize the compe¬ 
tition, to hold regular political discussions of regional issues, to extend confidence-building 
and accident-prevention measures, and to develop institutions for cooperation to meet 
transnational threats. 23 

This vision rests on the opinion that the sources of Soviet change lie largely within the Soviet 
Union. The United States cannot do much to help except at the margins, but at least it can try to 
avoid harming the process. 24 Establishing an international climate that allows Soviet leaders to 
focus on domestic reform would be a major U.S. contribution. This does not mean subsidizing the 
Soviet economy, for that would reduce their incentive to move toward market forces. "Market- 
oriented reform in communist countries will contribute to economic pluralism and diversity which 
are likely (though not certain) to promote political pluralism and perhaps a gradual 
transformation." 25 Further, this does not mean that the United States would merely accept 
agreements that it would not want to live with if Gorbachev's reforms were reversed. 

The United States should encourage the development of economic relations with the Soviet 
Union on normal commercial terms (outside a narrowly bounded group of technologies that could 
substantially cut our lead times in critical military areas). It should also encourage economic and 



social contacts that advance Soviet evolution toward market rationality and political pluralization. 
Some worry that such changes could rescue the Soviet Union from its fate, and strengthen it so 
that it will again threaten the United States. But precipitous Soviet decline is even riskier. 

Moreover, perestroika will not succeed quickly, and if it is achieved along with increasing glasnost 
and democratization, the United States will face a less threatening Soviet Union than it faced in the 
Cold War. 

The normalization of U.S.-Soviet relations will also help to diminish the threat posed by nuclear 
weapons. After all; the Soviet nuclear threat arises more from political hostility than from the 
weapons themselves (for instance, most Americans do not worry about French nuclear weapons). 
In the coming decades, such an approach holds more promise than alternative visions of 
premature nuclear abolition, which could actually increase risks in the short run. But the level of 
nuclear and conventional arsenals can be reduced, and steps can be taken to diminish reliance on 
nuclear weapons in order to reduce the chance of accident or escalation should a political crisis 
arise. Constant communication, restructured forces, and an emphasis on "lengthening the fuse" 
that connects political crises to the ultimate arsenals will be the best alternatives for the strategic 
relationship in the transitional decades. 26 

A major problem in past relations between the United States and the Soviet Union has been 
competition in the Third World. Here the future goal should be consultations to reduce the degree 
of intervention. It is safe to predict that there will always be turmoil in the Third World. 
Communication advances and social modernization stir populations from old patterns and lead to 
strong pressures on weak political institutions. The best approach would allow the forces of 
nationalism to work for rather than against the United States. Nationalism is the most effective 
counter to Soviet expansionism, even though nationalist regimes are sometimes anti-American. 

The United States is bound to be confronted with governments that call themselves Latin American 
Marxists, African Socialists, or Asian Communists. With some exceptions, the United States can be 
relaxed about the domestic social changes that such governments proclaim, so long as the 
changes do not ally the countries with the Soviet Union in ways that alter the world balance of 
power or that contribute to disorder, terrorism, and proliferation. 

The distinction between domestic and international concerns is never absolute, and Americans 
cannot be indifferent to gross violations of human rights abroad. Nonetheless, by keeping this 
broad distinction in mind, the United States will be better able to thread its way through social 
complexity and Third World change without backing itself into a corner that benefits the Soviet 
Union or complicates bilateral relationships. In some instances, the UN Security Council and UN 
peacekeeping forces may be diplomatic alternatives to outside intervention. In this sense, the two 
superpowers may develop a joint interest in reviving the postwar design for an effective Security 
Council, which was abandoned in the ideological climate of the Cold War. 

A particularly sensitive area for U.S.-Soviet relations is Eastern Europe, which the Soviet Union 
occupied at the end of World War II and has since regarded as essential to its military security. The 
Eastern European countries are suffering from the inefficiencies of their imported economic 
systems and, to varying degrees, smoldering with nationalist resentment over Soviet constraints on 
their freedom. Explosions in Hungary in 1956 and in Czechoslovakia in 1968 were put down by 
Soviet troops. Increasingly, however, the Soviets have realized the greater difficulty and higher 
costs of controlling Eastern European economies and governments. They also realize that their 
regional hegemony is eroding. Soviet policy has begun to tolerate pluralism in Eastern Europe, but 
they worry about countries leaving the Warsaw Pact and about hostile operations near Soviet 
borders. The best way to handle the social evolution in Eastern Europe is for the United States to 
encourage those countries to negotiate various economic agreements with the European 
Community, and to provide assistance that moves them toward market-oriented economies. At the 
same time, the United States can diminish Soviet anxiety about precipitous change in the security 
framework in Europe through negotiations toward the reduction and restructuring of conventional 
forces in the context of the Conference on Security and Economic Cooperation in Europe, and 
through prudence in rhetoric. 27 



Updating the alliances of the democratic industrialized nations is another critical component of 
a transitional strategic vision. The United States has a strong interest in maintaining the democratic 
alliances, but with diminished threat and rising economic friction, that task will be more difficult. 
Gorbachev's honey may prove a more powerful solvent of NATO unity than Andrei Gromyko's 
vinegar. Public opinion in Western Europe shows a diminished sense of military threat and an 
increased concern for other issues, such as ecological problems. Despite such greening of 
European politics, most Europeans still favor maintaining membership in NATO. Friction over 
burden-sharing, military exercises, and tactical nuclear-force modernization, however, threatens to 
erode that support. 

Updating the NATO alliance has three dimensions. The first relates to the traditional function of 
deterrence. A residual concern about Soviet military power will keep NATO important to many 
European political leaders. For the past twenty years support for deterrence has rested on the 
Harmel formula (named after a former Belgian foreign minister), which couples NATO's defense 
with efforts to promote detente. With a reduced military threat, arms-control negotiations will be an 
even more crucial part of the NATO consensus and a way to help manage change on the 
continent. American leaders must realize that failure on this front could harm NATO far more than 
military modernization might improve it. Second, updating the NATO alliance calls for strengthening 
West European defense cooperation within NATO. As one observer put it, a West European 
security identity should be part of a new Harmel formula: "Moves toward such a European identity 
are probably the most effective new contribution which Europe can make towards strengthening 
the alliance." 28 Sharing leadership with a strengthened Europe is a means of maintaining a 
beneficial institutional power resource. Finally, the NATO alliance can be updated by broadening 
its concerns beyond the purely military. As an institution, NATO has a specific function, but the 
alliance of democratic nations is concerned with broader threats, including such transnational 
issues as ecological degradation and terrorism. Summit meetings of political leaders and meetings 
of parliamentarians can deal with military issues in the context of the broader agenda of public 
concerns in the Western democracies. 

Preservation of the U.S. alliance with Japan is also an important American interest. Japanese 
public opinion has been less mollified by the new Soviet policies, partly because of a territorial 
dispute over four small Japanese islands seized by the Soviet Union at the end of the war. The 
Japanese might be appeased if the Soviets returned the islands, but that would not remove 
Japan's interest in avoiding the political problems associated with maintaining its military security 
without an American alliance. Congress recently passed a resolution urging Japan to spend 3 
percent of its GNP on defense. The idea was that since the United States is hobbled by defense 
spending, Japan should be similarly hobbled. 29 However, rather than pressing Japan to spend 
more on its military forces, the United States should adopt the Japanese concept of 
"comprehensive security" and press Japan to contribute 2.5 percent of its GNP to that broader 
goal. Since Japan now devotes 1.5 percent of its GNP to its military (by NATO accounting rules), 
this could mean that Japan would spend at least an additional 1 percent of its GNP on the budgets 
of international institutions, UN peacekeeping, and economic assistance to developing 
countries. In return, the United States should be willing to support an increase in Japan's voice and 
vote in international institutions. In addition, within the military area, the United States should 
encourage evenly balanced joint projects in order to assure access to Japanese technology and to 
symbolize the beneficial interdependence in the security area. 

An Open International Economy 

A critical strategic choice will be between what Edward Luttwak calls "a collective prosperity 
strategy that would promote further trade liberalization, and a trading-bloc strategy that would 'sell' 
access to the U.S. market by competitive bidding, . . .mainly between East Asians and 
Europeans." 30 Maintaining an open international economy will be difficult in a world where 
"development states" follow neo-mercantilist practices. The success of Japan in using government 
protection to develop new industries has been followed by Korea and others. The United States 



does not want to let foreign governments subsidize and target important industries, destroying 
them one by one and making the U.S. economy look like swiss cheese. At the same time, 
however, the United States also does not want protectionism to spread, as this tends to make an 
economy less efficient. Foreign competition is an effective antidote to the cozy and debilitating 
domestic arrangements that were called economic sclerosis in chapter 7. Non-tariff restrictions 
were applied to 12 percent of American imports in 1980 and rose to 21 percent in 1984; the rise is 
estimated to have cost American consumers between $30 and $50 billion. For example, 
economists estimate that each job saved in the U.S. automobile industry by reducing foreign 
competition adds $105,000 annually to America's total expenditure on cars. 31 An open 
international economy also contributes to global economic growth, which has political and security 
implications not only for the industrialized countries but also for the developing countries that 
otherwise would be inadvertently penalized by the spread of trade barriers. 

The classical argument for free trade does not rest on reciprocity. When Britain abolished its 
corn-law tariffs in 1846, it did so unilaterally. Thus, if a country chooses to subsidize its exports, 
that is like a gift to the importing country's consumers. But modern voters are often more 
concerned about their roles as producers than as consumers. Even as consumers, they would 
suffer if a foreign government used subsidies to capture market share, destroy local industry, and 
raise prices. Moreover, certain goods, such as microchips, may have security implications or spin¬ 
off benefits for other parts of the economy, which economists call "externalities." Thus, to ignore 
the effect of trade on the sectoral composition of the U.S. economy is to ignore the benefits of such 
externalities. As noted in chapter 2, Edwardian Britain should have devoted more attention to 
certain new industrial sectors, but it was prevented from doing so by the dominance of classical 
liberal ideology. 32 On the other hand, when governments pick and protect winners (or losers), they 
may do more poorly than markets and even worsen the situation. Moreover, every industry is likely 
to plead special circumstances, and national security too easily becomes the first refuge of protec¬ 
tionist scoundrels. Once protection is granted, it is difficult to remove and may lead to cycles of tit- 
for-tat retaliation. 

At times, limited retaliation to the restrictive practices of other countries may be necessary to 
open their markets, but a general policy of managed or bilaterally balanced trade is mistaken. 
Concern for the effects of trade on the sectoral composition of the economy is appropriate on 
security grounds and in economic theory, but any action should be a move toward an ideal of 
increasing global comparative advantage over time." Government action is appropriate when there 
are major and clear security effects, or when a new industry with enormous potential spin-offs is in 
its infancy. Even in such instances, however, subsidy of public goods like basic or industrial 
process research is better than protection. If protection is granted because of political pressures for 
early development or adjustment of declining industries, it should be conditional on specific 
improvements and limited in time. Trade policies will always remain imperfect compromises in 
democratic nations, but a guiding vision and some basic principles can help to preserve the 
benefits of an open international economy. 

Fortunately, trade is not the only dimension of an open international economy. Current annual 
global trade of roughly $3 trillion is a small fraction of the annual financial flows across national 
borders. In 1987, foreign investment in the United States came to $1.5 trillion of stocks, bonds, and 
other assets, up from $107 billion in 1970. Of the 1987 total, $262 billion represented direct 
investment, up from $13 billion in 1970. Capital also flows in the other direction: American firms 
have invested a fifth of their capital overseas with a book value in 1987 of $308 billion. 34 When the 
market share of American multinational corporations operating overseas is added to exports from 
the United States, American-owned corporations' share of world markets has changed very little 
since the 1950s. 35 A considerable fraction of international trade takes place among the subsidiaries 
of transnational corporations on the basis of corporate global planning. When tariff barriers are 
erected, direct investment by these corporations helps to alleviate the effects of protectionist 
measures. 

Ironically, opinion polls show that the American public generally views foreign direct investment 
in the United States as a problem. Although direct investment helps to bring productive activity and 



jobs back to the United States, 40 percent of the American public favors a ban on foreign 
investment. 36 Foreign firms employ only 3 percent of American workers (8 percent in 
manufacturing) and own less than 1 percent of American land, yet there is growing fear of their 
political influence and control. 37 There is little systematic evidence to support these fears. 38 To the 
contrary, direct foreign investment in factories or land provides a tangible hostage within American 
governmental jurisdiction, and a foreign identity is a distinct liability in the battle of lobbyists. Thus, 
maintaining an open attitude toward foreign investment will be an important aspect of maintaining 
an open economy. 

Direct American investment abroad helps to transfer resources and skills to developing 
countries, but it is not enough alone to induce growth in the developing world. Since the long-term 
American interest lies in the rapid growth of Third World countries and improving the ability of their 
governments to deal with transnational issues, additional measures are needed. Alleviation of the 
debt problem that curbs growth in many developing countries is essential. Curtailment of the 
American budget deficit would reduce U.S, absorption of Japanese savings, which could then be 
available for investment in poor countries. In addition, the United States must increase its devel¬ 
opment assistance (which declined from 1981 to 1988) and keep its markets open to the exports of 
developing countries. As shown in chapter 6, the poverty and weakness of underdeveloped 
countries can return to haunt the United States in unexpected ways in an age of interdependence. 

Institutions to Govern Interdependence 

Maintaining an open international economy will require more attention to institutions for 
managing economic interdependence, the final component of the strategy for transition to 
interdependence. Large governments are losing their ability to control private actors that work 
easily across national borders. The recovery of governmental power, while never complete, can be 
enhanced by coordinated action among governments. To develop such coordination, the United 
States will have to invest more heavily in a variety of multilateral institutions than it has in the past 
decade. 

During the 1980s, the Americans rightly concluded that American leadership had to be more 
assertive but wrongly concluded that leadership meant acting unilaterally. According to The 
Economist, the Reagan administration misread history: "unilateralism was not the way America did 
business with its allies in its most powerful days in the 1950s. That was when the United States 
was most involved in multilateral institutions like the World Bank/and the IMF." 39 But more 
important than the Reagan administration's initial resistance to international policy coordination and 
institution-building was its return to more traditional policies in the face of reality. A world in which 
Mexico or Brazil might default on massive debts to U.S. banks proved too risky to America's 
financial health. Financial stability required the intervention of the IMF, whose resources the 
administration, in a shift of policy, then persuaded Congress to increase. In another shift, when the 
Reagan administration thought through the security implications of the spread of nuclear weapons, 
it moved to maintain the international nonproliferation regime. Similarly, when the Iran-lraq War 
raised the prospect that the Persian Gulf might be closed, administration planners became more 
interested in the emergency coordination role of the International Energy Agency (IEA) in Paris. 
Likewise, AIDS increased American interest in the World Health Organization in Geneva. 

The grudging acceptance of international institutions illustrates the impossibility of following a 
strategy of global unilateralism to guide U.S. foreign policy in an era of interdependence. Even 
officials who expect little from international institutions have discovered their value in achieving 
American purposes. Self-interest in an interdependent world, rather than a desire to improve the 
world or an ideology of collectivism, accounts for this discovery. Global unilateralism may lead to 
occasional foreign-policy triumphs, but it is an inadequate answer to the host of problems that can 
be addressed only through international cooperation. 

As a great power with a stake in world order, the United States has a strong interest in 
developing and supporting international regimes; that is, the sets of rules and institutions that 
govern areas of interdependence. Such regimes vary greatly in their scope and membership, 



dealing with issues ranging from monetary issues, international trade, and management of natural 
resources to cooperation against terrorism, control of armaments, environmental pollution, and the 
management of particular geographic areas. 40 In recent decades, for example, a number of these 
regimes have served U.S. interests by helping to inhibit the spread of nuclear weapons, limiting 
trade protectionism, and organizing the rescheduling of loans to less-developed countries. The 
existence of an international regime that discourages proliferation of nuclear weapons has greatly 
aided American policy in this area and has made the world a safer place. The Non-Proliferation 
Treaty. (NPT), opened for signature in 1968, and the UN International Atomic Energy Agency 
(IAEA), created in 1957, are part of the reason that nuclear weapons have spread so slowly, to 
less than one-third the number of countries predicted by President John Kennedy in 1963. During 
the last decade, The General Agreement on Tariffs and Trade (GATT) has not kept liberalism in 
trade from weakening under the pressures of economic distress and rapid changes in comparative 
advantage. But reflections on what happened in the 1920s and 1930s suggest that without this 
essentially liberal regime, trade protectionism might well be spiraling out of control. 

However, not all international institutions contribute effectively to the management of collective 
problems. Some rules enjoy less support than others and some organizations are ineffective. 
Certain international organizations have degenerated into large unwieldy theaters for irresponsible 
voting blocs. In such instances, a smaller group of governments may need to withdraw or work 
around the fossilized institutions. But those that do work well help governments in four major ways. 
First, they facilitate burden-sharing. Governments often will contribute to a common objective only 
if others do the same, and states find it harder to evade their obligations when a great power can 
point to clear rules and procedures. International regimes establish a set of standards that can be 
applied to all states, large or small. Second, they provide information to governments. Shared 
information is essential for effective action, particularly on issues that cross national boundaries 
easily, such as controlling the spread of communicable diseases, allocating telecommunications 
frequencies, and limiting pollution of the atmosphere and oceans. Information-sharing also 
encourages cooperation on other issues by governments that might otherwise act alone. Important 
agreements may result when information reveals substantial shared interests. International 
regimes make other governments' policies more predictable, and therefore more reliable. They 
also can provide information indirectly; for example, by giving government officials access to each 
other's policy-making processes through negotiations and personal contacts, by which they can 
anticipate more confidently their partners' reactions to hypothetical future events. 

The third benefit of international regimes is that they facilitate diplomacy by helping great 
powers keep multiple and varied interests from getting in each other's way. As interdependence 
links issues, countries become more likely to trip over their own feet. The United States discovered 
more than fifty years ago that reciprocal trade agreements with one country could harm trade with 
many others; it became impossible to deal effectively with each issue except in a framework of 
rules (institutionalized in unconditional most-favored-nation treatment), within which particular 
negotiations could be carried on. Likewise, when the United States unilaterally proclaimed its 
decision to exercise jurisdiction overfishing and offshore oil activities near U.S. coasts in 1945, 
other countries made an escalating series of contradictory demands for control of a wide variety of 
ocean resources. Well-designed regimes introduce some order into such situations by clustering 
issues under sets of rules. 

Finally, as discussed in chapter 7, international rules and institutions introduce greater 
discipline into U.S. foreign policy. International rules help reinforce continuity and a long-term 
focus, in contrast to what typically prevails in democratic politics. They also set limits on 
constituency pressure in Congress. For example, when domestic vintners sought to exclude 
European wines, U.S. wheat farmers, worried about retaliation, were able to defeat this move in 
part by invoking the rules of GATT. 

In short, international regimes will be a crucial component of the American strategic vision -for 
the transition to interdependence. Under such circumstances, the United States must rely on 
institutional power to organize collective actions to deal with interdependence. 



Certainly, not all international rules and institutions are in the American interest. Some may be 
beyond repair. In some cases, the United States may want to establish smaller groups with higher 
standards. Some trading partners may be willing to agree to a greater reduction of nontariff barriers 
than all members of the GATT could agree upon. Sorting out U.S. interests as they relate to each 
international organization will require more attention in the future. 

Importantly, the dichotomy between unilateral and multilateral action is not as sharp as it first 
appears. The United States is bound to follow mixed strategies in this transitional period. Some 
multilateral arrangements will be ad hoc or will involve only a few countries. And, though it may 
seem paradoxical, unilateral action can sometimes play a useful role in building international 
institutions, as exercising leadership often calls for someone to act first. Nonetheless, any such 
unilateral action must be structured so that it does not prevent others from joining, and it must be 
consistent with long-term U.S. goals for international organizations. 

A special form of unilateral action is military force. Judiciously used or threatened, military force 
can play a critical role in maintaining international order. For instance, the knowledge that great 
powers can, at least in principle, assert their right of passage through contested waters is a useful 
background to American bargaining over the law of the sea. Indiscriminate use of force, however, 
can prove too costly in relation to the particular interests pursued; trying to seize oil fields in 
response to an oil crisis could cause an economic as well as a political crisis. But the U.S. naval 
force was a welcome stabilizing presence in the Persian Gulf when the Iran-lraq War threatened to 
spill over. In other cases, such as environmental pollution and international monetary issues, force 
is largely irrelevant, and diplomatic hints of force may generate resentment that interferes with 
American objectives. In instances related to terrorism, drugs, or weapons proliferation, force may 
play an essential role. A key consideration is always that force should be coupled with legitimacy. If 
a military action is widely regarded at home and abroad as justifiable, the cost of employing force 
can be reduced. In the coming transitional decades, as Robert Tucker argues, "force [will remain] 
an indispensable instrument of order and . .. circumstances may require its unilateral employ¬ 
ment." 41 But unilateral initiative does not mean lack of consultation or absence of concern about 
the opinion of others. 

American leadership remains essential to the future world order. In a study of the economic 
summit meetings held since 1975, Robert Putnam and Nicholas Bayne discovered that "when 
American leadership within the summit context has faltered, no other country has been able to pick 
up the slack." But, they warn, the United States was unable to impose cooperation unless it acted 
in concert with at least one other major partner. 42 

Conclusions 

Americans are rightly concerned about the changing position of the United States in world 
politics. However, to describe the problem as American decline is misleading. This view directs 
attention away from the real causes that lie in long-term changes in world politics and suggests 
remedies that would weaken rather than strengthen America's standing. Withdrawal from 
international commitments, for example, would reduce U.S. influence without necessarily 
strengthening the domestic economy. Indeed, given recent experience, what the United States 
might save in international expenditure would probably increase domestic consumption rather than 
investment. 

Although the 1990s will require Americans to cope with the debts of the previous decade, the 
world's wealthiest nation should still be able to pay for both its international commitments and its 
domestic investments. Americans can afford both social security and international security. 

America is rich but acts poor. In real terms, GNP is more than twice what it was in 1960, but 
Americans today spend much less of their GNP on international leadership. The prevailing view is 
"we can't afford it" despite the fact that U.S. taxes are a smaller percent of GNP than in other 
OECD nations. This suggests a problem of domestic political leadership in power conversion rather 
than long-term economic decline. The ultimate irony would be for Americans to perceive these 
short-term problems as indicators of long-term decline and respond by cutting themselves off from 



the sources of their international influence. This need not be the case if Americans react 
appropriately to global changes. 

As has happened many times in the past, the mix of resources that produce international power 
is changing. What may be unprecedented is that the cycle of hegemonic conflict with its attendant 
world wars may not repeat itself. The United States today retains more traditional hard power 
resources than any other country. It also has the soft ideological and institutional resources to 
retain its leading place in the new domains of transnational interdependence. In this sense, the 
situation for the United States at the end of the twentieth century is quite different from that of 
Britain at the century's beginning. Thus, loose historical analogies and falsely deterministic political 
theories are worse than merely academic; they may divert Americans from addressing the true 
nature of their situation. The problem for U.S. power in the twenty-first century, will not be new 
challengers for hegemony but the new challenges of transnational interdependence. 

The United States has both the traditional hard power resources and the new soft power 
resources to meet the challenges of transnational interdependence. The critical question is 
whether it will have the political leadership and strategic vision to convert these power resources 
into real influence in a transitional period of world politics. The implications for stability in the 
nuclear era are immense. A strategy for managing the transition to complex interdependence over 
the next decades will require the United States to invest its resources in the maintenance of the 
geopolitical balance, in an open attitude to the rest of the world, in the development of new 
international institutions, and in major reforms to restore the domestic sources of U.S. strength. 

The twin dangers that Americans face are complacency about the domestic agenda and an unwill¬ 
ingness to invest in order to maintain confidence in their capacity for international leadership. 
Neither is warranted. The United States remains the largest and richest power with the greatest 
capacity to shape the future. And in a democracy, the choices are the people's. 
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